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THE GAME OF BUSINESS, 





The finest sport is developed where the game is 
played under the public eye, where resentment and 
praise are spontaneously expressed, where every move 
is visible, every error quickly criticised, and fouls and 
unmanly tricks instantly disapproved. The best way to 
get the ‘* square deal’’ in business is to have the game 
played in the open, like any other game. Business 
ethics would be better if every mean act could be seen 
in its true light, receiving the speedy condemnation of 
public opinion. It is the business wrong done under 
cover and unexposed which hurts commercial life today. 
The more we can see of business ‘‘play’’ the better for 
the ‘‘square deal.’’ 
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HIMBALL C. ATWOOD, Sec’y, 
290 Broadway, - - New York 


BOSTON OFFICE : 
Rooms 425 and 420, 141 Milk Street 





$94,000.000 


Paid in Fire Losses 
ix the United States alone during 


56 YEARS 
BY THE 


LIVERPOOL 
“° LONDON 
“’ GLOBE 


Insurance Company. 


ASSETS U. S. BRANCH, 
$12,056,918. 
NET SURPLUS, 
$5,160,000. 


CONFLAGRATION PROOF. 
NEW YORK OFFICE, 45 WILLIAM ST. 


SUN 


INSURANCE OFFICE 
OF LONDON. 


FOUNDED 1710. 
United States Branch: 
54 PINE STREET, NEW YORK. 


Western Department: 
171 LA SALLE ST., CHICAGO. 


Pacific Department: 
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FIRE INSURANCE COMPANY, 
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| The. 
Northwestern 


| _Mutual Life Insurance | 
i Co. of Milwaukee... 





During 1905 The Northwesten 

paid $6,489,060.83 in dividends 
_ to policy-holders, alarger amount | 

than was ever paid in dividends 
by any company in the world, re- | 
gardless of size, ina single year 
up to 1905. 

Increase in new business during 
1905, over 20%, 

Expenses and taxes to total in- 
come during 1905, only 14%. 

Administrative expenses during 
1905, only 4.02%. 

No compensation paid to offi- 
cers other than their salaries. 

No syndicate participations. No | 
bank or trust company stocks. 

Neither Company nor Officers in- 
terested in any flotation uf securities. 

Hence Best Results to Policy- 
Holders. 

Most Attractive Policies. 
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Business of 1905 largest in history 
of Company. 
Purely Mutual, and transacts busi- 
ness only in the United States. 
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For further information or an | 
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Insurance Journals worth | 
. Patronizing 





Insurance Engineering, 120 Liberty 
St., New York, N. Y. Especially devoted 
to engineering matters, particularly in their 
relation to fire insurance. The only pub- 
lication of its kind, and particularly valu- 
able to insurance experts. 

Price, $3.00 per year; 25c per copy. 


The Insurance Field, Louisville, Ky. 
Branch offices, Chicago and Atlanta. An 
up-to-date weekly newspaper covering all 
departments in the Southern and Western 
fields. Of particular value to agency in- 
terests. Special life insurance supplement 
once a month. Covers its particular field 
better than any other paper. 

Price, $3.00 per year; single copies I5c. 


Insurance Post, Royal Bldg., Chicago, 
Ill. A fortnightly insurance review. 
Strong in its editorial articles and contain- 
ing features of special value to all insur- 
ance men in the Western field. 

Price, $2.00 per year; single copies 15c. 


Insurance Press, 120 Liberty St., New 
York, N. Y. A weekly newspaper cover- 
ing all branches of insurance in the East- 
ern field, as well as general and specific 
information of interest to all insurance 
men. Contains special features in fire and 
life departments not found in other papers. 

Price, $5.00 per year; 15c per copy. 


The Standard, 60 India St., Boston, 
Mass. An enterprising weekly covering 
the New England field in all branches 
better than any other paper. Contains 
special features not found in other publi- 
cations. 

Price, $3.00 per year; single copies Ioc. 





The Life Insurance Educator, Louis- 
ville, Ky. A monthly publication designed 
to educate and assist life insurance solici- 
tors in their work. Occupies a distinctive 
field which it covers in a unique way. | 
Joseph J. Devney, Editor. 

Price $2.00 per year; single copies 20c. | 


Western Underwriter, 145 La Salle St., 
Chicago, I1l., and Cincinnati, Ohio. A first- 


| class weekly paper covering the Central 
| Western insurance news better than any 


other publication. Indispensable to fire, 
casualty, and life agents in that section. 
Special monthly issue relating to life in- 
surance. 

Price, $2.50 per year; single copies 15¢. ; 
special life number, $1.25 per year, 20c. per 
copy. 
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GEORGE T. DEXTER 


Second Vice-President 


32 Nassau Street - New York City 























Journal of Insurance Economics 
EIGHTH YEAR. 








Vol. 15. 


AUGUST, 1906. 


No. 4. 








SOME THINGS SHOWN BY SAN FRANCISCO FIGURES. 





How Far Are Net Losses Reported to Be Trusted—Salvages a Very Uncertain Item. 





So many figures have been published 
on the San Francisco disaster that the 
Journal hesitates to inflict more upon 
its readers; but we have made a group- 
ing of statistics some of which have al- 
ready been published, the comparative 
study of which has so greatly interested 
the editor that he feels the Journal readers 
might be similarly interested. 

Our tables published on pages 103-105, 
embrace the surplus to policyholders 
Dec. 31, 1905, as reported to the New 
York insurance department, and as es- 
timated by the Massachusetts depart- 
ment. The balance of our statistical 
information comprises the reports of losses 
at San Francisco made as of June 30 
to the New York insurance department. 
And besides this, for the purpose of 
comparison, we have placed the figures 
of net losses as reported on May 5. 

This exhibit is interesting in the first 
place because it affords an opportunity 
to compare company resources as shown 
by two different standards which pro- 
duce in some cases very substantial dif- 
ferences. Massachusetts does not allow 
credit in the assets for special deposits 
made under the laws of different states. 
This results almost invariably in a smal- 
ler suplus under the Massachusetts law 
than under the New York law, but the 
variation on this account does not exceed 
$110,000 in the case of any company, 
and is very much less on the average. 

The main difference in the figures 
this year arises because of an entirely 
new system adopted in Massachusetts 
for valuing securities, namely, by as- 
certaining the market price of said se- 
curities and applying the same measure 
of valuation to the same securities of 
each company. Heretofore each com- 
pany has placed its own value upon these 
securities. The Massachusetts system of 
valuation shows that the assets of some 
companies have been undervalued, while 
others have been over-valued. A _ study 


of the differences in the case of each com- 
pany will tell its own story. We should 
say, taking into consideration the pres- 
ent crises, that the Massachusetts basis 
of surplus valuation was the best, al- 
though this should not be stated as an 
inflexible rule. 

Taking the surplus 
by the best available 
ation, the next figure 
interested inquirer is the gross amount 
involved as the result of the fire follow- 
ing the California earthquake—in other 
words, the outside loss to the companies. 
Where reinsurance is reported (as it is 
in almost every case) it is more than 
probable that the gross loss will be ma- 
terially reduced, not necessarily as much 
as the company reports, this depending 
entirely upon where reinsurance con- 
tracts are placed. It is impossible to 
tell how much of this reinsurance is good 
and how much is not, because the infor- 
mation does not disclose where the re- 
insurance is placed. 

The next possible source of reduction 
from gross loss is through “salvage”’ 
and here is an item of much greater 
uncertainty than reinsurance. In some 
cases it is estimated, as apparent on the 
face, with great conservatism, in others 
with such “recklessness” as to indicate 
a determination to arbitrarily cut claims. 
Some salvage reports run as high as 80 
per cent. of the gross amount: involved, 
but some of these high percentages are 
given in the case of companies which 
have clauses in their contracts exempt- 
ing them from damages by earthquake, 
direct or indirect. 

We understand that companies usually 
figure upon a salvage of about 25 per 
cent. in the case of conflagrations, but 
the president of the Home Fire & Marine, 
in retiring that company from business 
says, “as the losses developed, it became 
evident that there was not going to be any 
salvage to amount to anything,” and 


of the companies 
standard of valu- 
of concern to the 
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to this error in expecting salvages he at- 
tributes the company’s forced retirement. 

That there will be some salvage, how- 
ever, is evident from a study of some 
of the adjustments already made. On 
July 20 the Continental of New York 
reported to the Kentucky department 
that it had paid up to that date losses 
amounting to $1,124,688 and that the 
salvage thereon was $130,278, indicating 
a saving of about 10 per cent. The 
Hartford reported that it had paid losses 
amounting to $1,946,279 and that the 
salvage thereon was $266,333, a saving 
of about 12 per cent. These are 
called “dollar for dollar’ companies. 
In our May issue we stated that the re- 
ports of careful adjusters in San Fran- 
cisco were that the general salvage on 
account of the earthquake would run 
about 15 per cent., and it looks as though 
this was not far from the mark. 

It is difficult to see at this time how 
salvages ranging from 25 per cent. up to 
50 per cent., as claimed by some of the 
companies, can be realized without re- 
pudiating losses which would ordinarily 
be paid. Indeed the conclusion seems 
almost inevitable that these companies 
expect or intend to survive through com- 
promises rendered necessary by finan- 
cial exigencies, 

Our table includes only those com- 
panies which are in business at the time 
of this writing. 

The following companies are provid- 
ing additional capital to strengthen their 
resources: 


so- 


Additional 
Company. Capital. 

Alliance, Phila ......... $750,000 
American Central ...... . 2,000,000 
British America, Toronto 1,150,000 
California 810,000 
Calumet 500,000 
Concordia 150,000 
Connecticut ... 1,000,000 
Delaware, Phila 400,000 
Eagle N. Y...... 300,000 
Federal, N. J. . 600,000 
Fire Asso., Phila. : . 1,500,000 
Franklin, Phila.. 1,200,000 
Girard, Phila. . 600,000 
Hanover, N. Y. . 750,000 
Hartford. Conn .. . 3,750,000 
Milwaukee F. & M. 150,000 
Milwaukee Mech. .. 600,000 
Nat. Union, Pittsburgh 1,050,000 
Niagara, N. Y...... 1,000,000 
Northwestern Nat’l... 400,000 
Pennsylvania ....... 1,600,000 
Phenix, Brooklyn . .. 1,500,000 
Prudential, Va. ........ 800,000 
Queen City, S. D. ........ . 225,000 
Rochester German .... 1,000,000 


Additional 

Company. Capital. 
Teutonia, N. O. $125,000 
Union, Phila. 150,000 
United Firemens 300,000 
Western, Toronto 500,000 


Total added funds . $23,960,000 


HOME OFFICE RESOURCES. 


Financial Standing of Foreign Companies. 

In addition to the the 
American departments as shown in table 
on page 103-5, those maintained by foreign 
campanies at home offices are of prime 


resources in 


interest. We give below cash surplus 
to policyholders: 

Paid-up Surplus 

Capital at to Policy- 

Company. Home Office. holders. 
Aachen & Munich ... $450,000 $2,743,000 
De, ee $3,828,195 8,984,275 
MD Sere ave oneca ee 1,320,000 3,262,000 
British America ..... 835,000 1,040,000 
Carden ......... 537,500 2,625,695 
Commercial Union ... 1,250,000 ~=11,243,495 
Hamberg-Bremen ... . 525,000 2,075,561 
haw Usiem ........+ 1,866,800 3,412,900 
Liv. & Lon. & Globe — 1,228,200 =: 13,193,822 
Lon. & Lancashire 1,137,500 7,491,000 
London Assurance ... 2,240,375 11,923,085 
OE eae 1,000,000 2.920.000 
Se 1,250,000 5,990,000 
North British 3,437,500 16,160,000 
Northern... . 1,500,000 8,757,080 
Norwich Union ...... 660,000 5,139,000 
OS pe ee) Oe oe 
Ere 1,344,400 6,463,795 
Prussian Nat’l ....... 562,500 1,864,000 
Royal ikeieiie-cdiowterewtine 1,959,435 14,179,675 
Royal Exchange ..... 3,446,100 7,241,000 
Salamandra ......... 1,000,000 2,329,000 
=e 1,351,000 6,379,000 
Scottish Union ...... 1,500,000 3,392,000 
Pre id a kd -Jrev 600,000 10,462,784 
ON i a iat ahi sc aharks 800,000 2,000,000 
ee re 900,000 3,598,000 
RN oi sc euehanl 1,464,861 1,920,000 


*Combined with Commercial Union. 

Many of these companies have large 
sums of subscribed capital which is a 
resource available for conflagration pur- 
poses. 





WHEN CANCELLED POLICY EXPIRES. 

The supreme court of Georgia has decided 
that a cancelled policy does not expire until 
the five days’ notice to cancel expires. The 
Home had a policy on the Chattahoochee 
Lumber Co. at Savannah. On the morn- 
ing of Feb. 1, the insured received the notice 
of cancellation, acknowledged it and deposited 
the check for the return premium, but the 
letter was not mailed until evening of that day. 
In the meantime the risk burned and the in- 
sured claimed that the fire occurred before 
the acceptance of cancellation was acknowl- 
edged. ‘The supreme court found for the as- 


sured on the ground that the five days’ notice 
expired. 


of cancellation had _ not 
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INSURANCE SURPLUS INADEQUATE TO COVER CITY HAZARDS. 


The figures published elsewhere in 
this issue relating to San Francisco losses 
give us an idea how enormous the con- 
flagration risks which some of the com- 
panies assume as compared with surplus 
resources. There figures show also how 
extensive has been the practice of rein- 
surance, particularly on the Pacific Coast. 
Hardly a company involved but what 
carried gross lines largely in excess of 
net capacity. 

But the most interesting fact in this 
conne-tion is that the surplus to policy- 
holders of companies doing business on 
the Coast Dec. 31, 1905 in round 
numbers $210,000,000. This is the figure 
reported by companies doing, business in 
New York. In San Francisco upon that 
date there was a demand from property- 
owners for a certain amount of insurance 
for the conflagration district. 

To meet this demand the companies 
whose surplus we have just referred to, 


Was, 


accepted gross obligations amounting to 
approximately over $220,000,000, $10,000,- 
000° in of resources liabil- 
ities and about $80,000,000 sur- 
plus funds not including capital stock. 
assumed more than 


above 
above 


excess 


Some 
their proportionate share of these obli- 


companies 


gations and others less. 

If all companies had adopted the rule 
that they would not insure in a city con- 
flagration district a gross amount in ex- 
cess of their surplus above capital, the 
insurance supply for San Francisco prop- 
erty-owners would have been materially 
diminished, and had all companies in- 
sured in the ratio to surplus which some 
companies insured, the diminution of 
insurance supply would have been much 
more marked. 

If this be true of San Francisco, a mod- 
erate sized city, what would be the effect 
in larger cities if such conservative rules 
of underwriting were to prevail? If 
the policy of certain successful companies 
were followed by all companies, it can be 
easily seen what an immense reduction 
there would be in the carrying capacity 
of insurance companies, and how enor- 
mous the opportunity for the investment 
of capita! in the business. 

But this is not the worst of the situa- 
tion, for after paying their San Francisco 
losses the surplus saved by the companies 


. 


remaining in business probably will not 
exceed $100,000,000, which will repre- 
sent practically the security upon which 
the companies must carry the confla- 
gration hazard of the country. 

It is apparent that public safety and 
the maintenance of commercial credit 
demands that this situation be cured as 
quickly as possible. There but 
source from which the surplus necessary 


is one 
to afford this protection can be produced, 
namely, from the premium payers. It 
will be immediately increased by new 
subscriptions of investors, but only on 
the expectation that increased premium 
rates will render the investment profit- 
able. 

The insurance capital in America to- 
day is not sufficient to carry the under- 
writing risk, therefore higher rates must 
Otherwise there will re- 
and centralization 
damaging to the interests of policyholders. 


prevail. be a 


striction essentially 


MUDHOOKS AND MOTHER EARTH. 
A Journal reader signing himself *‘Granger 
Agent”’ writes as follows: 
note your ‘irrelevancies’ 


It 


getting age and wisdom like the rest of us. 


“T am pleased to 


regarding Mother Earth. shows you are 


It is my belief that we have no better mother 
than this old earth of ours and that she is able 
to do wonders for us if we but give her the 
(not loaded with ‘booze’ 


chance. If a man 


or indigestible food) stretches himself 


upon the bosom of this old mother of ours, 


prone 


and if the sun be not too hot allows it to beam 
upon him, yielding himself to this treatment, 
he will find physical, spiritual and mental 


healing. You have been accused of being 
an idealist and soaring in the clouds. It is 


reassuring to find that your mudhooks have 


a good hold.” 


COST OF ASSOCIATED WORK. 


The trend of expenditure in fire insurance for 
associated effort is shown by the following fig- 
ures republished from those prepared and prom- 
ulgated by the National Board of Fire Under- 
writers: 





Gen. & Rat- 

ing Asso’ns, In- Patrols 
spection Bureaus and Protective 
& Local Boards. Organizations 
1901 $1,358,084 $636,782 
1902 1,945,410 681,337 
1903 2,220,516 727,417 
1904 2,425,901 750,415 
1905 2,583,788 769,855 
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INVESTIGATIONS OF SAN FRANCISCO CHAMBER OF COMMERCE. 





PURPOSES OF THE WoRK EXPLAINED TO THE JOURNAL OF INSURANCE ECONOMICS BY PROF. 


ALBERT W. 


At the uest of the Journal of Insurance 
Economics Professor A. W. Whitney, who 
has charge of collection of loss and _ settle- 
ment data growing out of the earthquake and 
conflagration for the Chamber of Commerce 
of San Franciscb, explains the scope and pur- 
pose of the work as follows: 

Editor of Insurance Economics: 

I am glad of the opportunity which 
your request gives me to explain the na- 
ture of the work in the field of insurance 
which The Chamber of Commerce of 
San Francisco has undertaken. 

Soon after the fire, and at a time when 
the insurance companies were beginning 
to make payments, it was seen that this 
was the most momentous occurrence in 
the whole history of fire insurance; it 
became evident that it would have far- 
reaching effects upon the future nature 
and conduct of the insurance business; 
it seemed to be a condition well worth 
close study and observation; the Chamber 
of Commerce moreover seemed to be 
peculiarly fitted by its standing and posi- 
tion to do what it could to meet the situ- 
ation. 

Naturally, one of the first matters 
that claimed attention because of the im- 
mediate, absorbingly concrete interests 
involved, was the question of how the 
different companies were meeting the 
emergency. In fact, what caused the 
Chamber of Commerce to begin the work 
was doubtless the desirability of col- 
lecting just this information, first for 
the bracing effect upon the companies of 
a knowledge that good as well as bad 
treatment would be recorded, second, 
forits value as a matter of future refer- 
ence. 

But from the first, the emphasis was 
placed entirely on reliability and accu- 
rateness of information. Already the news- 
papers were full of highly colored stories 
of “welching”’ companies, while the com- 
panies on their side were loud in their 
denunciation of the injustice of claims. 
To be conservative, impartial, judicial 
influence in a heated and tense situation 
was the hope and desire of the Chamber 
of Commerce, and to offer a report that 
would, after elimination of misleading 
incidents, so far as it was possible, pre- 
sent the truth, was its highest ambition; 


WHITNEY. 


at the same time to attempt less than this 
would have been thought unworthy. 

The principle source of information 
as to the situation has been through re- 
ports from claimants upon blank forms 
which had been distributed as widely 
as possible; other reports have come in 
through solicitation by means of coupon 
published in the daily papers. 

It goes without saying that such in- 
formation as this requires the most pains- 
taking scrutiny in order to eliminate 
what is casual and uncertain, and to al- 
low as evidence only what is cumula- 
tively conclusive. It is hardly necessary 
perhaps, to avow further a thorough 
appreciation of the fact that an intimate 
understanding of the companies’ point 
of view is essential. If an injustice shall 
be done, I may say that it shall not be 
for lack of thoughtful appreciation of 
the delicacy and difficulty of the task. 

In spite of urgent requests from all 
over the country, nothing has been pub- 
lished up to the present time, and noth- 
ing will be published until there is every 
assurance that a conclusive, true report 
can be issued. 

In regard to other parts of the final 
report, I may say that it was the thought 
of the Chamber of Commerce that it 
should take up such questions as_ the 
conflagration hazard, the possibility and 
limitations of self-insurance the ques- 
tion of desirable and undesirable legis- 
lation and other such matters. 

—Albert W. Whitney. 





SHALL STANDARD POLICY BE REVISED. 

President Evans of the Continental says 
that the standard policy should be ‘“‘revised, 
shortened and simplified.”” Such policies to 
be of any use, however, should be uniformly 
obligatory in all states. He thinks there is 
much that can be left out of the present con- 
tract with mutual benefit to company and 
insuree. The provisions excluding hazards 
insured against and acts voiding the policy 
should be boiled down. The companies, 
Mr. Evans says, will have to come eventually 
to insurance against “‘all contingencies caus- 
ing fire,’ charging a rate to insure on this 
broad scale. He advises companies to take 
the initiative and ask for legislation establish- 
ing a new standard form. 














000'000°% 
0000S 
000°S83 
OLL‘Sss'l 


*SSO] ou 
000°002 
000°¢L 
000°0S2 
000°00¢ 
000°000'T 
000°00¢ 
000°0SL 
000°00L‘2S 
‘¢ AU 


oss*0ss’s 
CLE*PLI 
L&8'0S6 
000°9SL'L 
OSL'8h6 
LOL'S9L'L 
000°0SL 
000°0¢3 
Cot 6P 
000°09 
883° 60F 
0000S 
LPS LBL'T 
000° 13S 
CLs'Sst 
000°6S 
BOL9SL 
OLS*L 
CLU9L 
099°8F1 
00S" 9S 
000°9¢9 
8o9' bt 
8693S 
OOF FSS 
OSTS0L 
OSL'*SLE 
8a¢"98E'1 
000°00L'T 
000°0¢8 
6bF'SOL 
000°00L‘°%$ 
‘Og ounr 


*(payeutys|) sso] JON 


000°S3F 
SOL'8¢ 
000°St 
000°¢L¢ 
PLE bLh 
L36°S3E 
9¢S°CLI 
000°S0L 
$Lo°9L 
000°09 
Fh StS 
033°363 
9°C*SES 
000°6F% 
8éE'9F 


CLO'F 
COLLE 
00°49 
000°00F 
LOO'+h 
LO¢‘9F 
009°S9 
008s 
OSB Sal 
YLLUB9F 
000° LIS 
009° LES 
68F' FSS 
000°606$ 
(‘poyeunsy) 
@TBATEG 


SS6°LE9'T 
0098 
PEL'OSS 
000°¢96 
9LP'Ss¢ 
666° LES 
OGL‘ $s 


653616 
SSP orl 
90F'08L 
000°086 
oo8'L9L 


681°L08 


SL‘S9L 
H6'69E 
000‘°SIT 
009°3¢ 
6¢8'T 
L69‘LLO'T 
000°FSS 
00¢‘39I 
S8L‘BUE 
000°9668 


“QOUBINSULOYT 


‘LNIWLUVdA(] MHOX MAN OL GALNOdAY SASSO'T OOSIONVUY NVS 


SI8‘S9os't 
000° LSS 
LLo‘9b9 
000 — 
OFS 196" 
oavens'l 
901646 
000°SS¢ 
COO'LL 
000‘08I 
130°LL8 
SOL‘F88 
OLs‘008S 
000‘OLF'S 
996368 
000°6S 
CPO'S8L 
€89°LI 
OSL'13 
FLO‘'S66 
000‘0SF 
CBL‘613'T 
LE3‘6S9 
OOL‘69 
000‘ LEF 
o¢s68I 
6E8'S0E 
LOF‘098'S 
000‘ FE'T 
000‘0¢3'T 
03L'30E'T 
000°S00'TS 
*poaOaul 
SSO.) 


t L9°S t6°L 
Les" a 
[SL‘630'| 
C90'SSLS 
6L9‘968' 1 
B0LSLOS 
PSL‘9¢s'L 
169889 
CES'B8S 
OSE Las 
BLO'9L9 
9PL'SOG 
CBG FOES 
oL6°S69°S 
CFS‘ EGS 
LLOF00'T 
PSL‘OSS 
COS *60F 
£OS 08S 
*032‘06E 
OFS'9LG 
OSL Lot 
LLL‘163 
FOL‘ L90'S 
LoO'PES' 1 
9BL'SIE 
FOS ES9 
SLOSS 
6CF'OS0'S 
S9OL'LO6 
19S°LSS'‘T 
£86'298'018 


‘yIOX MAN 
“CO6L 


L88'8&6'8 





68E°ELs8 
E8CSPO' LI 
LF LSty's 
S9C'ELE 
9B LITT 
£99 LoS 
LSGO°LEP 
Fes'008 
E68 SbF 
968°EL8 
OGF LST 
LOL‘68% 
C6L‘SEL'S 
Ch6 FSS 
OSE'SLS 
I8SfL19 
£00°9SF'S 
C1LS*PEO'S 
SLPE'STG 
OOS SSF 


606°968°01$ 
“S}josnypousse yy 


‘LE (29q 


‘sxappoyAoyo,y 07 snydang 


SATINVINOSD NVOIANYV 





"A CN ‘uRoloury 


“wy jo ‘Oy Pe) | 





; UBOLIOUTY UBULIOF) 


ml 


7 yUN UVULIO4) 
QoURITY URULIer) 
(Wodeaiy) UBULIer) 
aly UlpyURy 
UOLPBLWOSSY o1l,] 
|Balapayy 





‘WY a ey yuby 


wy AW aarduy 
‘fT 'N ‘Ud osu 
Mi apsey 
Rtaies HWEMRIC] 
* [eyusUTzUO’) 
}NOTPIUUO’) 
BIPsooUuo’ ) 
)MUOUTUIO®) 
MUL] [, WO 





a rN hy ners ) 
ere = N 


*[BIuOlO; ) 





“UR Mle oury -URIOpa|e. ) 


) yo ere UOpsog 
UuBvULIO*) ope yng 


JWOULY 


Cwie Som “ gouRypy 
cies ve jeanyNoway 


aw meets 


‘papnpruy yON p2sj2y saiuedwoy>—9Q6) ‘OE 2UNT pue ¢ AeW jusuredag HOA won 24} 0} pr}ioday sasso] OdsiaURIY URS JO UOSIIeEdWIO7 YIM J24}280] 


‘SLNAWLUVd3G WHOA MAN GNV SLLASNHDVSSVW AG NMOHS SV SYSCTOHADITOd OL SNIdHNS SAINVdWOD 

























































000°00F oSL°689 S8LoLI PLO OLT FLS'8s6' | ¢9°689 GOLS69 UBULIE) J9s9yoy 
000°009'T GFL OFF SEL'SLS oLS°StP 660°8FL OL9'SSL'E LIF S6 sess Ueeng 
000°009 ISL LEO COR StS LOG FOE osO'OLF'L 880891 6L0°SVS ‘ uoysulYyse M 22U9plaolg 
000‘0F pd Lt TS6'SL L69°VL 66T'OL 906° L836 Jad00,) 19}9g 
000°009‘L 890°S9L'L SI9F'9VG SL8‘OLt FLIP Esse 6660884 SLS‘*S90' ‘(WUOD) ‘xTUaDYg 
000'0¢L'T LSL'966'S SLESOL COE"S8L'T COL*LSL* ' GLL'9ES'S L$9°OL8'S ORO, MeN) xIBeqy 
090°0°6°% SBP'oSt'e ILE'S68 LES FS FF 689° 666'S S9LS66'S ‘** BrluBAlAsSUUag 
000°0S% EEO’ OFF 9FGS9 9BE'SLE o08'6LE £83666 ‘5409S Pen? re 
0v0°0S LOU th OOL FI OOF GL LOO'SL L6L°S9S laa i ‘K "N Oyloeg 
000°00L CO8*SLL COO LL L68°F69 L9°6L9'L 66O°LE66'T LIL’6L0'T ee 
99L66F L8o°66¢ Lt?"6L LEO'EL O9L*SEL LES'So8' 6ELOLL'T , [vuoNeN, U19JSOMY PION 
000°C6S SEO LSS FLOLOL SELSEI * 003'9LE F68°06L C8O8EL Trees es ss OAT URON 
09¢9°S 00S C66'OSF C66 CSF sees ss Usd IO 
09¢ SI ; 00S SI 960°969 PE8'60L "ACN USN YON 
099°000'T 000° Los 000°C6I 000°CLE*S LIF OLS IES ELES sores Qu BIBsEIN 
090°099 CLOO9E COO*C6E 00¢ 96 LED LEDS SLE90F “oo garysdurepy MON 
099°0¢ COPEL 000°SS OO LI IG OLT BOS FES CES'OG "** MOLMSUTLIG, MONT 
090°000'T eet SEF'S0G #10086 C88'6F9'T OFG'STO'T 698'°0¢0'| eres * UoTu;) [BUOUBN 
L6S°OFL'T FEL LOLS 000°¢ COOOL 620689 O86O8L°S L80°083'°S seers sss Quy [RUOTENT 
000°0ST 0°36 6ST 80'S po ha $S0'S8 LOS SEF SLOGLE ° “** My essen 
000°963' I LILS9s'T 668 F6L COT L6T PLO LEDS GOSLES'T FOLBOE'T SOUBYSIA, SYNVAL, 
00004 oLL’SsI 6EL'SL ES'B9S #SS ‘CCE S6CBES hk oy QUAL 
000°0S6 SES OCS 9L0°89 908" COLOCE L89°689 WY ‘YW ues 
*sSO] OU 000'T 000°T LE LBS gt hat “ot ae ‘uvp odor 
“soy Ou OCL‘SI 0S6% OOL‘ST acl LEP LIG‘OLT * Sdopvl yy, NUBYIIT 
foaery 99L‘LS 99L‘L3 [S63 or Bey TtOsuageS 
0968 0S3'°8 0°38 OLL' ERS FOO'LLZ : ‘Vd JO 9}BYG “OD ‘suyT 
000°000°% 000°00L‘% 000/002 000°008'I 000°00L"T IES L8F'9 pees ILO'9 “VN JO °0O- ‘sul 
000°SS 000°S% 000°SS 000°8¢ 6E9'S6S LIG'6L6 Sorte te ta ‘syodsuvipuy 
000°¢8 [68°18 L6L°S6 OO OSL6LI CS L'P66 cor Ses ea ‘N’ Ayu PUT 
900°00¢'T 9S TELS 699° LSS L66°1 968° FBS'S LOSO6L'II 268°990' LT eS el ee 
*SSO] !0u 00cS ii tears 000°¢ LOS FS1 “A CN ‘uoyruuepy 
o000‘0gL*¢ TOL‘98L‘9 8¢s‘s10'l O90 SEY 6LL'StS'6 068FLE'S 96L'99L*E reese plORIeH 
000°00L FL3‘906'[ 89S°9BE CLO'SOT LIC*96L'T oa —_ 6EL°9FS'T Se eee 
090°000'T PoE P66 O8t'SLI LOG OES SLO90L'T F90°F6L* SLL'B8L‘S ** S|[Bq Sue] 
000°09F GGG‘ REC BOC ESS CLYO'ELE O¢s‘9¢o'l 698'L66. 966086 "TA DY CL prewar 
000‘0¢F I8O°S69 SOF CLS 00S SsI b6F 960'T 9FL'9C9'T * SIOTNYZ AW sqoypsy 
000°069'T SIL‘S08' | 106006 SI89B0'I 9% 099°688"¢ SLES ‘oes * Qty BIUBULIOS) 
090°09L 000°006 000°0SE 000°0¢ 000°00¢ FEE'9GS SOF'8SE (BI0ag) dt URUTIOS) 
‘¢ ABIL ‘Os oun Fo Po VUITSs] ) “WOUBAL Udy *poa] AUT iy 4 "N BIN 
*(payeulnysy) SSO'TT JON ast ATBS JUNOUTR SSOLT) “COGL “LE teqQUleva(7] 3 







NAWIMVdIC(, MYO MAN OL GALMOdAY SASSOTT OOSIONVIYT NVS lappoyAoOg 07 snydan¢ 





000‘00F 
000°00¢°L 
000°0¢L 
000°000°% 
O00U'S3¢ 
000 ‘USs'I 
000°008 
000°000°S 
000°S38'S 
000°09L 
SIC EVE 
000°009'T 
000°000°T 
000°008'T 
000°000° 
000°000°S 
000°000°% 
000°08S 
000°00¢"S 
000‘000°F 
000°00¢"$ 
000°000°T 
000°00T'T 
000°00S‘L 
000°SLE 
BSF S6LT 
000°093 
000083‘ 
999°98$'T 
090°000 38 


000°0SL 
00es 
000°009 
000008 
000°0ST 
000‘0ST 
000°000‘T 
CCF OLo'l 
000°0L 
000‘°0ST 
000°S1S 


ee 
Yc ak 2M 
Ste Tbh 
999° L¢9'T 
609° FPY 
000‘008‘T 
000°008 
£9¢'689'S 
L39'8Es't 
000°C 6 
L39°LL9 
089°LOs'S 
O¢9'Sts'L 
OSO'OSL 
IBF L90'D 
000°000°S 
000°000°S 
COL*SL3 
9L6SIS'S 
LL¥‘9L0°F 
000°866° 
O9F 898" T 
oLE'OSE'T 
66S 9FLS 
000'FES 
OOF OLE'T 
OOTS8S 
LOT'SLL‘T 
989‘8EL'T 
oLL‘S99'T 





FLO‘09S 
COS 
L89°6LL 
86 LSS 
00S FSS 
008*SLz 
OOP SST 
000°0S9'T 
68616 
CLL 
FOOLS 
00¢°S 








000°6SI 
CE98¢S 
ae Lis 
60SSLE 
SLO LL 
cee OL 
£°6'SS 





6E9'°C9 
000" os 
£69 T9S 
OFS'8EE 
9SL'O6L 
98e'TT8'T 
660° LES 
SLO'S6T 


SOF FI 
T80"s¢¢ 
OOS OS LT 
0000S 
OF9 OFS 
06h CFP 
[r6°616 
000°896 
DOF OLET 
000°0t1 
Sia Lal 
SOL*SEL 
L8$°9G9$ 





OO FLFE'T 


6OF Ls 
990° LL 
OOS ELS 
000°39 
899°80G 
L8O'OL 
9F9°0S 
SCO'LOT 
Ly" ts 


009°68S 008'0L0'T 
000°LOS'T CLL’SSO'F 
SBL‘°698'I S69 “8583 
9LS'SSL'I 160°S31°S 
: LSL‘9LL 
OF9'9E S8L*SL0% 
$96SSS 
G36'8 4 abe sig’? 
169° 16 Lo6°S68'9 
000°0SS'L 
608°S6E C3L'9LE'I 
GOLISL'T BOO LEFF 
$¢9'S98 OSPF L6P'S 
ISL ‘Pel L60‘°9LL* 
L6F LOST OFL‘9SS'F 
VOL LLE Ebb 600 F 
000°000°S 
SYL*S8S 
—— 060°S86°L 
00S LOS LLP‘S99°L 
000° 509. 000°0S8°F 
O06 L‘96F 068°S08‘S 
616990 688'8E8'S 
S9L‘*Seo'l 882031 ‘Fb 
000°CS0S 000°LTS'T 
SCOR T OLP'S6L*F 
O00S*B9E 009068 
OLB'FESS 000°088'F 
LLS‘S10'L 033'9BE"S 
O9L 988° 18 616 SLL ES 
SAINVdMIWOO NOIAAOA 
OOF LI OSS L68'L 
$60°8 
106806 0000S 
F90'°SSF 869618 
PESO 000'60¢ 
000°69 000°OLF 
1¢9'966 LLL‘ L8S‘S 
TOS OFF 168091 
o6T' SI 6L0‘°98I 
SoL*aES 1S6°C68 
OLF6L cog‘ Ose 
00c% 000° 





Ch6'S8L 
F1S‘OL8 
SPS ILE 
CLO‘SL 
tELS 


LEO'SES"S 


#96689 
$66'F68 
rd 
Ft3°SEL 
9L0'98h 
OLB'968'T 
£99°690'T 
L6L168 
Les*cos'T 
1So°686°% 
03°688'T 
898°8C9 
OSL '6FL'L 
189°L¢8 
GLBB9B'C 
9E0'9LE 
890° FOS 
P6GOLE'T 
096'8SF 
092°L99 
o0F'96F 
669° L08 
C8618 
PLE'SOS 





G60'SEL'T 
063938 
LOL'SL6'T 
G9S'FBE 
9L9'NCS 
F39'98E 
LLS*C18'T 


$60°996'S 


ILL‘3es 
cesr‘069 
F00'T98 
B19'StE 


SSL°S09 
L96‘SFS 
thor 
6098 
lars 
660°088'°S 
C99'L8E 
L82°S68 
$86" LOo'S 
orSL 
cerns 
rp “FOS 
CLOLE 
pte 
CES’ T8O'T 
083‘9g8°% 
9960661 
008*Se9 
6E8°S¢L'l 
FO8S'StS 
66L°8E6'°¢ 
8L9'S6i 
B88‘SLt 
6LOEST I 
OE9' FHS 
L8¢9°0%9 
Of T6E 
StL’SIL 
COLLPS 
O068°E8es 





686 ‘Lt FLT 


SLECTC'T 
619°CLE 
OCLOFS 
SLT $96 
I8S16L'1 
68°S00°F 





SELOTO 
8T9°S68 





UI94SO AA 

uoIu ys) 

BIAG 

ung 

BIPUBYS 

UOLU YSstyQooG 
VAIPUBULELRS 

ODUBYON jvAoy 
[BAoy 

BISSOY 

jv uOHEN UBISSILA | 
XIUDY | 

aUuTrIe | 

UOLU SY) YOIAION 

UI9Y ION 

Yysiig YWonN 

“  pOrUnyy 

SER | MODSOT, 
OTYSBouLT]T W Uuopuoy 
dU NSssy UOpUuo'y 
IQOj®) » “uo'y yy “AVY 
UMOI) A UOTUL, AVETT 
‘USWA g] -DUNG Ue Fy 
UOIU/] [BIOI@UIUUO) 
9UDOIO:) 

URTUOpa]® ) 

‘ROLUry Ysig 
ee. nV 
sour Vy 

PUNY W ustpry 











AY) SiNgGsurenyye A 
“* QyRyG BIULSITA 
IdJSIYIISO AA 
s,UaUloITy Powuy) 
** UOlUy 

‘wy ‘eTuoyne Ty, 

‘IN “A MBI 
WY “A ppysurds 
JURSOAATYG 
uapaery Surad¢ 
(‘uuory) APLINIAG 
“erT “UO yyNog 














106 





Journa! of insurance Economics. 








EXPERIENCE IN ARKANSAS UNDER KING ANTI-TRUST LAW. 


According to the report of the insurance 
commissioner of Arkansas the stock com- 
panies doing business in that state in 1905 
experienced a loss ratio of 69.6 per cent. 
The department allows 37 per cent, for ex- 
penses which leaves a deficit to the com- 
panies of 6.6 per cent. on trading for that 
year. The loss ratio in the state for the 
past 25 years is 60.6 per cent., showing a 
trading profit, with expense allowance, of 
2.4 per cent., which takes no account of 
increase in unearned premium. Receipts 
and losses of stock companies in the state 
for the last five years show as follows: 


Premium Receipts Losses Paid 


1901 $1,278,878 $729,344 
1902 1,377,668 693,086 
1903 1,549,272 613,033 
1904 1,721,481 634,058 
1905 1,840,639 1,281,269 


The authorized companies now doing 
business in the state consist mainly of 
small local companies organized since the 
exodus of the standard companies. ‘There 
are twelve such local companies doing a 
considerable business, mainly reinsured in 
the standard companies now operating 
from the outside. There are several out- 
side companies in the state from Texas, 
Mississippi and Louisiana. A group of 
eleven mutual companies carried $32,- 
000,000 of risks in 1905. There are also 
five farmers’ mutual aid associations hav- 
ing risks in force of less than $500,000. 

There has been sufficient change in the 
political situation in Arkansas to warrant 
a belief among insurance men and business 
interests, that the drastic anti-compact 
law passed under the Davis regime can 
be repealed. At any rate an active effort 
is being made to bring about such a re- 
sult. Naturally enough, the newly-or- 
ganized local companies which are doing 
very well under present conditions, are not 
enthusiastically in favor of repeal, yet 
they are, on account of their other affilia- 
tions, working in harmony with local agents 
to change the law, so that the standard com- 
panies can resume business. 

It is not anticipated that the anti-trust 
features of thelaw will be repealed, but that 
its extra-territorial application will be 
modified. The local agents themselves 


are very anxious to effect a change, although 
they have been able thus far to handle the 
insurance fairly well by means of the local 


companies which they represent and the 
reinsurance facilities with the standard 
companies. But this is far from 
factory, inasmuch as property-owners are 
loth to accept large policies from local 
companies, because it is not always easy 
to satisfy them that the bulk of the line is 
reinsured in first-class companies. 

The agents much prefer to do their 
business direct with the regular companies. 
It is probable, however, that if the bars 
are let down and the standard companies 
return that the local companies will be 
taken care of and sufficient business given 
them to warrant their continuance in busi- 
ness. ‘That at least seems to be the dis- 
position and the talk of Arkansas agents. 

A question has arisen as to whether an 
outside company reinsuring a local com- 
pany would pay losses in full if the local 
company were bankrupt and unable to do 
so. As a rule reinsuring companies pay 
as the reinsured company pays. But it is 
contended that the outside companies under 
existing conditions would consider them- 
selves morally bound to pay losses in full 
whether the reinsured company did or not, 
and in any event, it is claimed that some, 
if not all, of the reinsurance contracts ob- 
ligate them to do so, having been drawn 
with this very contingency in mind. 


satis- 





ADVERTISING CONTROL OF EDITORIALS. 


The publisher is ofttimes confronted with the 
complaints of an advertiser who objects to the 
position a paper has taken. This is one of the 
discouraging features meeting a paper that aims 
to be independent and fearless. ‘This attempt 
of the adyertiser to control the opinions of the 
paper is a relic of other days which fortunately 
is passing away. 

The paper that builds up a large circulation 
must be sincere with its readers. Its writers 
must reach conclusions after painstaking and 
thorough investigation and deliberation. These 
views must not be made to conform to the wishes 
or dictation of any advertiser or anyone else 
unless the writer is convinced they are right. 

It is difficult for the advertiser to eliminate 
the personal equation. He advertises in some 
cases because the paper expresses his views, 
because he is acquainted with some member of 
the staff and likes him or because the paper has 
attacked an aggressive competition. 

All these are false bases on which to place 
advertising. An advertiser needs to be con- 
vinced that a paper reaches a large number of 
people that he desires to appeal to. A paper 
that knuckles down to every advertiser can never 
be a circulation builder.—Western Underwriters. 
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COMMISSION COST IN FIRE INSURANCE FOR FIFTEEN YEARS. 


The table entitled “Fire Insurance Loss 
and Expense Ratios for 15 Years” on 
page 107 can be studied by insurance men 
with profit, especially those relating to 
expenses. We find, going back to the 
year 1894, that the total expense ratio 
reached the comparatively low figure of 
34.30, and that it has never since been so 
low, advancing as high as 39.35 in 1895. 
Since then there has been a general fall 
in the ratio which for several years has now 
been maintained slightly below 37 per cent. 

We have divided the expense ratio for 
the 15 years into three items, namely, 
commissions, taxes, and management ex- 
penses. ‘Taxes run along about on a level, 
with a slight tendency to increase, but this 
significant fact stands out, that in 1905 
the commission item was higher than it 
has ever been before while the item of 
management expenses was lower. This 
means in a general way that on those items 
of company management where co-opera- 
tion is easy, it is possible to effect economies 
which reduce the cost of doing business, 
while upon that great competitive item of 
commissions the cost tendency is constantly 
upward. 

The commissions paid by the American 
fire insurance companies in 1905 amounted 
to nearly $50,000,000. It is a big sum 
which falls into the control of agency and 
brokerage interests. It is almost super- 
fluous to say that a portion of this item 
represents “graft’’ pure and simple, per- 
haps 10 or 15 per cent. of it, which might 
be saved to the companies, and indirectly 
to the policyholders, if some effective 
method of commission reform could be 
adopted. 

But the great bulk of it undoubtedly 
represents the amount legitimately neces- 
sary to conduct the fire insurance agency 
business. It is the price which the insur- 
ing public pays to have its insurance 
handled by qualified expert local men. It 
is the tax which property owners prefer 
to pay and are glad to pay, rather than 
devote their time to a study of insurance 
questions for themselves. 

It is true that a policyholder having 
insurance to place might, if he would apply 
directly to the company, save himself 15 or 
20 per cent. of the premium which he pays, 
but that 15 or 20 per cent. does not repre- 
sent to him the value of the time and atten- 


tion necessary to intelligently do this work 
for himself. ‘Therefore it is an advantage 
to him to turn over this work to others, 
qualified by experience and repeated exer- 
cise of this judgment. 

The agent can work at less cost for many 
than each one of the “many” acting 
individually could for himself. The more 
clients the agent can add to his list at the 
established rate of compensation, the 
greater the amount of his earnings. 

There is no reason why the income of 
real insurance agents should be reduced, but 
reforms might be instituted, both in city 
and country, which would eliminate the 
percentage of “graft” which has attached 
itself to the commission item. ‘Toward 
the perfection of such a reform agents and 
companies should be working in common. 
Recent efforts to effect reform have appar- 
ently failed through neglect to properly 
consider the agency interest in the formula- 
tion of plans. 


FAKES OF THE YELLOW PRESS. 


The fake stories of the yellow press are being 
overdone, and like everything else carried too 
far, are bringing their just punishment. Faking 
stories is a practice long pursued by the yellow 
papers, but the knowledge of this fact has not 
always been possessed by the general public. 

In Boston, the ““American”’, a Hearst paper, 
has been caught redhanded. That paper 
demands of its reporters sensational news and 
they are expected to produce it whether the news 
exists or not. A reporter of the ‘ American’’ in 
Sharon, Mass., sent an unsigned letter to the 
local chief of police threatening to burn the 
latter’s house and fourteen other dwellings. The 
police officer put the letter referred to in his 
pocket and said nothing about it to anyone. 

Two days later it appeared printed in full in 
the Boston “American,” with the statement 
appended that Chief Curtis had received it. 

his made it clear that the sender of the letter 
had given out the information. A detective 
was put upon the matter and secured a confession 
from the reporter in question that he had written 
the letter with the object of making a sensation 
and securing a “‘scoop”’ for the paper he repre- 
sented. The reporter was arrested and held in 
bail on the charge of sending a threatening letter. 

he reporter is not the most to blame, but he 
no doubt will suffer. The paper is the greater 
culprit and should be punished. Living on 
sensations, it forces its reporters to produce 
them. If the facts are too tame, the news must 
be manufactured. Some time, perhaps, there 
will be an upheaval in public opinion against 
this fake work, the same as against commercial 
and political evils which have been recently 
exposed. 
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FIRE INSURANCE LOSS AND EXPENSE RATIOS FOR FIFTEEN YEARS. 


PREPARED For THE “JOURNAL OF INSURANCE Economics” From Sratistics PUBLISHED BY THE 
Y THE 
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Year. No. of Loss | Loss | Prem. | Expenses | Com. | Taxes Office 
Com- to to | to to | to to to 
panies.| Risks. Prem. | Risks. Prems. | Prems. | Prems. | Prems. 
a SS a ee 
1891 129 | 62.58 4907 | .9790 | 36.21 | 19.76 | 2.35 14.10 
1892 130 62.89 .6183 | 1.0444 | $5.17 19.09 2.20 13.97 
1893 127 68.18 .5723 | 1.0916 34.87 | 18.59 2.31 13.97 
1894 121 60.52 .03828 | 1.1145 34.30 | 17.91 2.27 |} 14.12 
1895 121 55.738 4744 1.0905 35.34 | 18.61 2.36 14.37 
1896 134 53.37 4496 | 1.0665 36.14 18.87 2.53 14.74 
1897 152 49.29 .8882 | 1.0184 37.19 19.34 2.61 15.24 
1898 162 57.68 4217 9656 39.35 20.24 8.05 16.26 
1899 162 66.43 .4817 9744 39.31 19.75 3.34 16.22 
1900 158 | 63.29 4647 1.0036 | 38.42 | 20.31 3.2] 14.98 
1901 146 59.10 4515 1.6605 | 37.45 | 20.76 | 2.88 | 18.88 
1962 145 52.48 4417 1.1518 35.73 20.28 2.67 12.70 
190: 47 | «48.61 4207 | 1.1874 | 36.89 | 21.31 | 2.78 | 12.80 
1904 144 61.78 . 5228 1.1618 36.93 21.22 2.63 138.08 
1905 158 47.89 4061 1.1679 36.92 21.45 2.84 | 12.63 


INCORPORATED AGENCIES. 


A new feature of incorporated agencies is 
troubling the business in North Carolina and 
seems to have deeply stirred the local agents of 
that state. The plan which has aroused attack 
evidently consists in a proposition promoted by 
non-residents interested in establishing incorpor- 
ated agencies at various points throughout the 
state. These “‘promoters” visit each point, 
select an agency which can be purchased on 
advantageous terms, appoint the agent secretary 
of the corporation with authority to sell won | 
and manage the concern. The agent himself 
is given a part of the stock to cover his interest, 
while the promoters take a certain percentage 
to cover Ghaios. 

The objectionable part of the plan, as set 
forth by agents, is the placing of stock among 
property owners upon which dividends may be 
paid and indirect rebating thus result. Com- 
~— have been asked in a petition signed 

y local agents not to support this movement 
and to refuse to give their agencies to such cor- 
porations. 

This is an entirely new phase of incorporated 
agencies. For many years there ios Son a 
growing tendency on the part of local agents to 
incorporate their business for purely personal 
reasons, that is to say, to protect the interests 
‘of partners and the dependents of the agents 

themselves. This has occasioned no criticism, 
but in some cases the incorporation has oc- 
curred for the purpose of bringing property 
owners into the partnership. 

To meet this situation, a number of local 
boards have adopted rules that the stock of 
incorporated agents shall not be held outside. 
This new Southern proposition seems to embrace 
a scheme of wholesale incorporation, including 
the objectionable feature of indirect rebating. 
The proposition involves doing a real estate and 
loan business as well as fire insurance. 


CREDIT MEN INTERESTED IN ADVERSE LAWS. 


The attention of the National Association of 
Credit Men seems to be attracted to the effect of 
adverse laws upon fire insurance. Frederick 


W. Standart, who is treasurer of the C.S. Morey 


Mercantile Co. of Denver, Col., in an address 
before the association had the following to say: 

“It seems to me entirely proper to ask that 
this convention address itself particularly to one 
question of legislation which has never been con- 
sidered by the association to any extent, but the 
discussion and treatment of which, I believe, is 
certainly within its province. I refer to the laws 
that have been passed in some states that are 
aimed at and are hostile to the reputable old line 
fire insurance companies. I refer to that char- 
acter of legislation known as the “‘ valued policy”’ 
laws and the “‘anti-compact” laws. The result 
of the first is to encourage arson and add to the 
loss ratio. The operation of the second will in 
in all probabillty lead to the withdrawal of some 
of the best companies from those states where 
the law is in effect, consequently reducing the 
amount of good insurance which may be 
secured therein.” 


“Tt is not in the interest of the fire insurance 
companies, nor with a view to meddling in any 
way, shape or form with any business interests 
other than our own, that these references are 
made, but the question of adequate insurance 
is such an important feature in the dispensation 
of credit that we are clearly justified in carefully 
scrutinizing laws such as those mentioned. I 
would therefore,, recommend and urge the ex- 
ercise of your influence for the repeal of all laws 
which vitiate the quality or restrict the amount 
of fire insurance protection.” 

“T am strongly of the opinion that insurance 
companies, both fire and life, should be under 
the supervision of the national government rather 
than under the control of the various state offi- 
cials, as at present. Such a change would ope- 
rate, not only to the material benefit of policy- 
holders in general, but, I believe, would also be 
conceded to distinctly safeguard the interests of 
the insurance companies themselves, for the 
reason that on the one hand policyholders would 
be afforded greater protection in the way of 
supervision and examination and discouraging 
and eliminating unsubstantial and unrealible 
institutions, while the companies on the other 
hand would benefit by uniformity of legislation 
and taxation.” 
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CONTROVERSY OVER STANDING OF UNEARNED PREMIUM FUND. 


rominent Company Official Opposes Ruling of New York’s Attorney-General— Lega 


Light Declares Reserve is for Reinsurance Only. 


The ruling of the attorney-general of 
New York, made at the request of the 
insurance department, and first brought 
to public notice in the June number of 
the Journal of Insurance Economics, has 
caused considerable discussion, showing 
an evident difference of opinion as to the 
merits of this important question. ‘The 
matter was called to the attention of the 
insurance department by a company which 
had previously procured a legal opinion 
from eminent different from the 
ruling rendered by the attorney-general’s 
office. The ruling was that the reinsurance 
reserve was not a special fund belonging to 
the “unburned” policyholders, and there- 


counsel 


insolvent 
company to The 
opinion of the legal authority referred to 


fore could not be used by an 


reinsure its business. 


is based upon the following reasoning: 

‘First — The fund is established by law, 
not as a reserve for the payment of extraordinary 
losses, but for the payment of unearned premiums 
on policies when such payment is demanded 
by the policyholder, or for the reinsurance of a 
company’s outstanding risks. The law provides 
that the unearned premium fund shall be treated 
as a tinbility for the purposes above mentioned. 

“Second — If the funds of a fire insurance 
company available for the payment of losses are 
exhausted by a loss liability resulting in the im- 
pairment of capital, there are three things the 
company can do: It can call upon the stock- 
holders to make good the deficiency and impair- 
ment of capital: it can reinsure its outstanding 
risks not involved in the fire and pay as much as 
it can on its pending liability for losses, or it 
can ¢o into the hands of a receiver. If the latter 
course is adopted, the receiver is required by 
Section 123 of the Insurance Law to issue a 
certificate of indebtedness to the amount of the 
pro rata unearned premium on every policy 
surrendered to him by the unburned _policy- 
holder. These certificates must be paid in full, 
and the only fund available for this purpose is 
the unearned premium fund; therefore, so far as 
that fund is concerned, the unburned _policy- 
holder is a preferred creditor. 

“While, as stated in the beginning, there is no 
express provision in the law bearing upon the 
point under discussion, it seems to me that Sec- 
tions 27, 117, 118, 122, and 123 of the Insurance 
Law, when construed together, clearly establish 
the fact that the unearned fund is a reserve 
exclusively for the unburned policyholder, and 
not for the payment of losses. The obligation 
to return the unearned premium on a policy is a 
continuing and ever-existing liability, and the 
creation of a fund by law to meet this liability 
precludes the idea that the fund can be legally 


used for any other purpose, except for the 
reinsurance of outstanding risks, which is, of 
course, a proceeding exclusively for the benefit 
of the unburned policyholder.” 

The ruling of the 
office has attracted the attention of a prom- 

underwriter 
* Insurance 


attorney-general’s 


inent unnamed who has 
written to the Field.”” He 
claims that the ruling is purely personal 
and has no more weight than the opinion 
He that the 
conclusion of the attorney-general’s office 


of any other lawyer. says 
is “repugnant to every sense of justice, to 
the precedents of the past, and present 
plain, unmistakable statutes of all states 
which require fire insurance companies 


to maintain reserve for their unearned 
premiums.” 
He pursues his reasoning as follows: 


It should be borne in mind that the laws gov- 
erning such unearned premium reserves in the 
various states are the product of the best thought 
of eminent fire underwriters who, after long 
experience, have formulated what in their opin- 
ion should be the rule or law and it is distinctly 
provided that a company must charge itself with 
and must set aside a sum equal to the unearned 
parts of premiums on a pro rata basis. And 
why is this? The very definition of the words 
‘reserve’ and ‘‘unearned”’ as shown by the 
Century Dictionary, a most reliable authority, 
in my opinion settles the whole matter in the 
absence of a specific legal decision to the con- 
trary, and which, as a matter of fact, does not 
exist. The definitions in question are: 

**Reserve — The act of reserving or keeping 
back. ‘That which is reserved or kept for other 
or future use; that which is retained from present 
use or disposal.” 

**Unearned — Not earned; 
labor or services; not won.” 

So the law in commanding a company to 
charge itself with a proper unearned premium 
(or reinsurance) reserve practically says: 

“The parts of the premiums paid to you which 
have not been merited by labor or services, or 
been won by you, must be retained from present 
use or disposal, as it does not belong to you and 
is therefore not available for the payment of 
your debts, regardless whether such debts are 
claims for losses or anything else as only what 
clearly belongs to you can be used for such 





not merited by 


pur} yoses.”” 


Usage and Policy Conditions. 


Not only the law, but usage and the conditions 
of the policy itself makes the premium paid a 
fire insurance company nothing more or less 
than a special deposit left with the company by 
the assured to meet the premium justly due the 
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company only as fast as the lapse of time makes 
it earned — it being plainly apparent that the 
legal ownership of the unearned money or prem- 
ium is never divested from the assured, but is 
held in the nature of a trust fund by the company 
so it can be returned to him whenever he calls 
for it. The very nature of the business therefore 
demands in all right and justice that the unearned 
premium must under all circumstances be a 
preferred debt and therefore cannot be held or 
used for the benefit of the general creditors of a 
company, among whom, of course, are loss 
claimants. 

The writer then goes on to say that it 
would be a calamity if any court ruled 
that “unearned” premium reserve was in 
reality an “earned” reserve and could 
come into the general assets, losing entirely 
their preferred feature. In that case, says 
the company official, “it the 
National Association of Local Fire Insur- 
ance Agents to get busy and see that laws 
are enacted which protect themselves and 
their clients from this most unjust con- 
struction, and thus prevent wholesale 
disaster to both interests. I make the general 
declaration that neither individual nor 
corporation has the right to use money to 
pay off general creditors which the law 
distinctly says is ‘unearned’ 

The company officer suspects that the 
attorney-general’s office was coached “by 
the manager of some large company who is 
standing in with a small coterie of magnates 
whose game is understood to be to put all 
companies possible into an inextricable 
hole by preventing their reinsuring; and 
by thus reducing the number of companies, 
rates can be enormously raised, and by a 
corresponding earning of enormous profits, 
San Francisco claims that have been need- 
lessly and recklessly paid by them, amount- 
ing to millions (and which has been largely 
done to put the other fellows in a hole) 
‘an soon be made back to the surviving 
few.” 


behooves 


In conclusion he says, “Are local agents 
and the assured, who are entitled to un- 
earned premiums running in thousands of 
cases for three or five years, to be thus 
trifled with? I for one don’t believe it.” 





The matter has also attracted the atten- 
tion of the insurance press, and the opinion 
thus far expressed seems to be summed up 
by the “Western Underwriter” which says 


that public distrust and uneasiness in the 
case of conflagrations like the present one 
would be largely allayed if “the various 
states, by legislative enactment, made the 
reinsurance reserve a trust fund for the 


protection of unexpired business.” It 
calls attention to the fact that under these 
conditions a number of companies whose 
future is now in doubt would probably 
reinsure and retire if the reserve 
available for that purpose. 

The “Insurance Press” on the other 
hand thinks that “if unfortunate corpora- 
tions were free to use their unearned pre- 
miums they might still have trouble in 
finding a reinsurer. Only a compara- 
tively few companies are strong enough 
now to take over the lines of other com- 
panies, under reinsurance deals, with any- 
thing like sound business judgment.’’ , 

The “Press”’ points out that the ruling 
of the attorney-general in New York 
does not prohibit the use of a portion of 
the unearned premium for reinsurance 
purposes. The “Argus” of Chicago says: 
‘Perhaps sometime in the near future our 
legislators will see the folly of burdening 
insurance corporations with a liability which 
in the end is not a liability and serves 
simply as an embarrasment to an other- 
wise solvent company. With the present 
conditions as an example it might be ex- 
pedient for the fire underwriters of the 
country to urge a change in the insurance 
laws regarding reinsurance reserves.”’ 

OKLAHOMA AS A FIRE INSURANCE FIELD. 

The territory of Oklahoma has been steadily 


developing and has grown into a fruitful and ex- 
tensive field for fire insurance. 


were 


The towns and 
cities in the state are said to be well built and ex- 
tremely favorable for insurance. The territory 
now has a population of over 750,000 and is 
rapidly growing in wealth. It is an agricultural 
district, rich in cotton production and other 
staple products. 

It has proved profitable for insurance com- 
panies up to date, the highest loss ratio in any 
one year having been 52.2 per cent. in 1903. 
One other year, 1904, it was 45.6 per cent. 
For all the other years since the territory was 
opened in 1890 the loss ratio has been below 40 
per cent., and in 1905 went as low as 31.6 per 
cent. 

Fire insurance in the territory is now done by 
87 stock companies, all from outside the territory. 
There are a goodly number of insurance agents 
in Oklahoma, some companies being repre- 
sented by as many as 200. The report of the 
insurance commissioner for 1905 shows that the 
premiums collected amounted to $1,011,193, 
while the losses paid that year amounted to 
$304,209. 

There are five mutual companies in the terri- 
tory which do quite a substantial business in 
fire and tornado insurance. 
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CORRUPT BUILDING PRACTICES. 





‘* CONTRIBUTED.”’ 








During the life insurance investigation, when 
the whole country was aroused to great indigna- 
tion over the daily disclosures of corruption, the 
writer frequently heard well-informed insurance 
men state emphatically that their business, even 
in the light of these disclosures, was the cleanest 
in the world today, and that the investigation 
was merely the introduction to an inquiry into 
business practices in all lines of endeavor. ‘The 
progress of events seems to be justifying this 
statement. ‘‘Investigation”’ is the order of the 
day, and we are doing it at high pressure, as we 
do everything else. Life insurance corruption 
begins to look less appalling in the light of later 
disclosures. 

And now comes the Framingham, Mass., 
disaster. We have building inspectors to see 
that our building laws, enacted for the public 
safety, are carried out by contractors and build- 
ers; we have superintendents of building and 
construction to look after the interests of the 
builders. Still, in these modern days, with all 
our attempted precautionary measures, it has 
been possible for a partially constructed building 
to collapse, causing the death of at least eleven 
men and injuring many others. 

The responsibility for this disaster has not 
yet been officially fixed; but it is fairly plain that 
if even one official, whose business it was to see 
that the building was safely constructed, had 
done his full duty, such a calamity could not 
have occurred. It is difficult for the humble 
citizen, who is content to earn a comfortable 
living by honest labor, to understand how his 
brothers can lose all sense of responsibility 
towards their fellow men in a feverish scramble 
for money. 

The writer has often heard a business man, 
who had unusual opportunities to observe and 
study buildings in process of construction, criti- 
cize very forcefully the apparent moral irrespon- 
sibility of contractors and inspectors and their 
utter disregard of public rights. The owner of 
the building is often responsible for this condition 
as he lets it be known that he wants the building 
put up in the cheapest possible manner. But 
not infrequently the person who is building is 
robbed and defrauded at every turn by the men 
with whom he is compelled to entrust the work. 
And all this just to get a little more money! 

How long will it take some of us to learn that 
it “‘pays to be honest,’’ as a practical business 
proposition, even though we are unable to grasp 
a higher motive? A wel! constructed building 
will not require the constant renair that a cheaper 
building is bound to call for, and necessary 
repairs can be made at less expense. There is a 
foundation to work on. Then, too, what is 
saved in the first instance in putting up a cheap 
building is more than likely to be spent in the 
end in higher fire insurance premiums. Dis- 
honest work in every department of labor reacts 
unfavorably in all directions. It is bad enough 
when moral irresponsibility results in loss of 
money and property, but when to this is added 
needless loss of life and possible permanent 
injury, to say nothing of the terror and suffering 
that may be inflicted upon a community, surely 
the lesson is sufficiently enforced. 


NEEDY FIREMEN APPROPRIATE GOODS. 

There has recently been a shake-up in the 
Seattle, Washington fire department, a number 
of members of the department being charged 
with stealing goods from buildings in which 
fires occurred. The following list of confessions 
published in a local paper shows the varied 
tastes entertained by the members of the depart- 
ment. :— 

Fireman F. Lynn had a telescopic basket, a 
Filipino knife and one shirt, which he claims 
Mapes gave him. 

J. Mingo had two shirts, two pairs of socks, 
one bottle of toilet water and one bottle of 
witchhazel, and he was wearing a pair of govern- 
ment socks at the time of his being questioned. 

M. L. Goodwin confessed to taking oranges, 
and said that all the men took shirts and under- 
wear. 

Frank Mapes confessed to taking one tele- 
scope basket, one shirt, two pairs of drawers, 
one blue overshirt, one pin-fire revolver, one pair 
of opera glasses, one field glass, one can of 
salmon, one can of ham, some candy, eight or 
ten pairs of socks, a carving set and a steel shell, 
valued at $25. 

Second Assistant Chief Latham confessed to 
having five cans of salmon, five cans of ham, 
one shirt, a side of bacon and one bottle of 
whiskey. 

Capt. Graham acknowledges having taken 
some oranges and a small piece of bacon, which 
he claims was given to him by a stevedore. 

S. A. Oliver confessed to taking oranges and 
at the time of the investigation was wearing 
government socks. 


PREMIUM INCREASES IN NEW YORK. 


The returns of fire premiums in the city of 
New York, not including Brooklyn, for the six 
months ending July 1, shows general increases 
for all the agency companies, and notable in- 
creases in individual cases, together with a shift- 
ing of position among the leaders. Here is the 
comparative record for 1905 and 1906 of com- 
panies receiving over $100,000 in premiums in 
the latter year: 


Companies 1906 1905 
German American. . $580,086 $471,374 
Liv, & Lon. & Globe 543,993 199,649 
Home of New York 186,647 467,655 
Continental .......... 294,981 249,691 
North British & Mer.. 286,332 270,886 
Royal of Liverpool . 284,353 259,849 
Hanover of New York 199,705 310,824 
Etna of Hartford .. 199,235 162,192 
Hartford Fire a 175,974 194,816 
Scot. Union & National 170,233 117,607 
Niagara of New York 167,332 138,686 
Com. Union, London 166,696 139,806 
Sun Insurance Office 164,369 159,711 
Germania of New York . 154,145 149,429 
North River of New York 148,408 142,691 
Pheenix of London 147,366 150,964 
London & Lancashire .... 134,956 126,620 
National of Hartford...... 133,142 121,362 
Hamburg-Bremen ....... 131,478 121,947 
Pheenix of Hartford ...... 130,785 103,449 
Western of Toronto. ...... 126,768 106,400 
London Assurance Corp... 114,169 108,525 
Fire Assoc. of Pa. ........ 108,260 112,912 
Globe & Rutgers 106,846 102,489 
Northern of London 104,294 102,067 
Firemens of Newark 100,739 70,708 
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IRRELEVANICES BY “AMANUENSIS.” 





Of a truth we are honored! Mr. Lamey in 
**Sidelights” devotes a whole chapter to the 
‘‘amanuensis, chiefly female” and her status in 
the business world. Chapter 12 opens with this 
weighty sentence: “The amanuensis, chiefly 
female, is indispensable.” This is a strong, 
unequivocal statement. If Mr. Lamey had left 
the subject at this point he would have done us 
sufficient honor. -But, doubtless aware that his 
little book could hardly fail to fall into the 
hands of feminine readers, he is too gallant to 
be content with this cold statement, however 
strong. The feminine temperament demands 
explanation, enlargement and_ iteration. In 
delicate recognition of this trait Mr. Lamey 
proceeds to explain and enlarge, illuminating 
his words by the time-honored method of com- 
parison. 


“How did the business man,” says Mr. 
Lamey, “‘manage without the typewriter? We 


do not appreciate the telephone until it is out of 
repair, nor do we suspect how much we relied 
upon the young woman at our elbow until she 
goes the way of all women and is known in the 
business world no more, forever.” 

Now, girls, just think of that! Mr. Lamey 
not only says flatly that we are indispensable, 
but actually ranks us in importance with the 
typewriting machine and the telephone — inven- 
tions which have revolutionized the manners and 
customs of Christendom. What a tribute! But 
this acknowledged lover of the sex (see last para- 
graph in Chapter 12) is not content with this 
high praise,— not he. Just read the following: 
**Young women of this age have mentality equal 
to, and in many instances superior to, that of 
equal aged males . . . To egual mental 
equipment are super-imposed better habits, with 
all that they imply, and universal financial 
integrity.” 

Oh Brother Lamey, had Chapter 12 closed at 
this point, the hearts of the feminine contingent 
of the business world would have forever thrilled 
at the mention of your name. But no, you keep 
right on, oblivious to flaggings and the regulation 
stopping places, not even recognizing the home 
station. You have really written two essays on 
the ‘“‘amanuensis, chiefly female,” one for and 
the other against her, and the two are not mates. 
It’s a case of incompatibility. 

You say, “There are few office positions that 
are not better filled by male than female help.” 
You started with the ‘‘amanuensis” and now you 
talk about “‘office positions; but never mind, 
it’s all the same so far as this criticism is con- 
cerned. If the above is true, how does it happen 
that the “amanuensis” is “chiefly feminine,” and 
how does this statement compare with “‘to equal 
mental equipment are super-imposed better 
habits, with all that they imply, and universal 
financial integrity ?’’ ‘‘Few women,” say you, 
“consider any business vocation a permanent 
one. It is but a make-shift until the ever- 

xpected husband avvears, and none is past the 
age or condition of exvectancy.” True, but 


the mistake lies in assuming that, because of this 
natural 


feminine characteristic, “‘their hearts 


are only partly in the work they do, and the 
employer does not get the service he has a right 
to expect.” 

Some day the writer intends to tell the business 
man what he has a right to expect of his “‘aman- 
uensis” and what he does expect, what he has a 
right to get and what he does get. For the 
present the purpose of this criticism will be 
served by pointing out the fact that if the heart 
of the “‘amanuensis” is not in her work and her 
employer does not get the service he has a right 
to expect, she can hardly become indispensable 
to him. 

Again: “‘ Although she has made great progress 
in the business world, the higher positions are 
barred to her. She must be satisfied with 
clerical duties where judgment is all but elim- 
inated.” Bless your heart, Brother Lamey, 
don’t vou know that great progress argues greater 
Who shall presume to fix the limit ? 
The higher positions are not barred to anyone. 
The human being, male or female, who can do 
something will find something to do. No 
intelligent human being must be or ever will be 
satisfied with work in which “judgment is all 
but eliminated.” 

“There is no great increase in her income in 
sight,” says Mr. Lamey. “‘In a short time she 
reaches her limit, and it is an unreasoning and 
unreasonable employer that expects more than 
perfunctory and time-serving work.’ Dear me, 
Mr. Lamey, can’t this be remedied? How 
would it do to compensate us as fairly as you do 
the men in your employ? As a matter of fact, 
notwithstanding that women are unjustly 
treated in the matter of compensation, and not- 
withstanding that with women the thought of 
possible marriage is always in the background 
(as it should be) their business life is not 
affected unfavorably. The whole modern busi- 
ness machinery stands in denial of such a state- 
ment. ‘The business man gets good, faithful, 
intelligent service from his teminine helper, ser- 
vice which, on the whole, is undervalued and 
underpaid. 


progress ? 


Note by the Editor: — Brother Lamey, you 
certainly are up against it. You have thrown 
down the gage. The girls have picked it up. 
Will you be good and forever hold your peace, 
admitting you have been outclassed, or will vou 
‘*try”’ artd have the last word ? 


COMMON SALES AGENT PROHIBITED. 


The Supreme Court of the United States has 
made a ruling in the case of the General Paper 
Company, the paper trust, which would affect 
fire insurance most gravely if Federal super- 
vision were adopted. Indeed it may have a 
very serious effect if state courts adopt the prin- 
ciple laid down in it. The ruling is that it is 
**held to be within the prohibition of the Sher- 
man anti-trust law for a number of competitive 
corporations to establish a common sales agency.”’ 
Fire insurance companies in anti-compact states 
would have much trouble under such a law and 
fire insurance agents would find their business 
cut from under their, feet by it. It would add 
largely to the cost of insurance and drive the 
best and most effective local underwriters into 
other business.—Insurance Field. 
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HOST OF WISCONSIN CRITICISES ARMSTRONG LEGISLATION. 


Claims Committee Omitted to Legislate in Regard to Accumulated Deferred Dividend 
Surplus.—Gives New York Companies Unfair Advantage. 


The annual report of the Wisconsin de- 
partment, Zeno M. Host commissioner, 
is an extremely interesting one, being com- 
prised largely of comments and opinions 
Mr. Host 


‘abuses of which 


upon the recent investigation. 
truthfully says that the * 
this evil in life insurance is composed came 
to the people as astounding revelations, 
and yet attention has been repeatedly called 
to them.” 

The commissioner’s report is confined 
mainly to pointing out the “one great evil” 
which he considers fundamental, and of the 
statutory remedy therefor which he holds to 
be of the simplest. ‘The evil is the accumu- 
lation of large surplus unaccounted for, and 
the control of this accumulated fund by the 
proxy system; the remedy, annual appor- 
tionment and accounting to policyholders 
and the prohibition of the proxy system, 
substituting therefor voting direct in per- 
son or by mail. 

Mr. Host contends that there could be 
but one ending to these unjust conditions 
although it required an internecine warfare 
in one company, with recriminations hurled 
by faction against faction, to arouse the pub- 
lic conscience under the stimulating in- 
fluence of the public press to secure the de- 
Ten 


volumes of testimony and exposures, he 


mand for legislative investigation. 


says, bear evidence of the legislative com- 
mittee’s “good intentions,” and also to its 
“short-comings—or worse—in not propos- 
ing for legislation what is recognized in its 
report as the one great source of evil.” * 

In explaining this neglect to provide ac- 
countability of accumulated surplus funds, 
Mr. Host says the committee was fearful 
lest such a law might interfere with the 
“right of contract,” giving the excuse that 
it did not desire to have any of its recom- 


mendations declared unconstitutional. Mr. 
Host thinks the committee could have got 
over this trouble by having some member 
of the legislature, not on the committee, 
introduce an independent bill covering this 


point. All the trouble in life insurance, 


which the committee disclosed came under 
the head of “unaccountability.” 

He says: “With all the emphasis and 
force capable of putting into language has 
it been impressed that the success and 
economy of a life insurance company must 
be measured, not by the amount of its ac- 
cumulated surplus, but rather by the per- 
centage earned and returned to its mem- 
bers.” Therefore must 
be substituted for unaccountability, to the 
end that this test of value may be clearly 
shown and a check placed upon extraordi- 
nary waste and recklessness. 

To fortify his position Commissioner 
Host points out that each person or commit- 
tee making an investigation of the evils sur- 
rounding the New York life insurance com- 
panies dwelt with peculiar emphasis upon 
this one phase of the trouble, culminating 
in the recommendations made in the con- 
ference of governors, attorneys-general and 
insurance commissioners held in Chicago 
in February, to this effect,—‘There shall 
be required from this time forward an an- 
nual statement and provisional apportion- 
ment of surplus to each policyholder, and 
the aggregate so apportioned to such poli- 
cyholders shall be charged as a liability of 


> 


‘ 


‘accountability ” 


the company.’ 

With all this, and the cause of the real 
evil so apparent, Commissioner Host asks: 
“What was the influence that kept out of 
the enactments of the state of New York a 
provision requiring an annual apportion- 
ment and accounting to each policyholder 
on all policies ?” 

Eighty per cent., according to the com- 
missioner, of all policies now outstanding 
are on some deferred dividend plan, and 80 
per cent. of the surplus held by life insur- 
ance companies belongs to deferred divi- 
dend policyholders.. Yet the only remedy 
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suggested by the committee, or enacted by 
the New York legislature, is a statute pro- 
hibiting the further issuance of deferred 
dividend policies, while “on the sur- 
plus accumulated and to be accumulated in 
the future on outstanding policies, com- 
pany managements are left just as unac- 
countable as they have been in the past.” 

To quote further from Commissioner 
Host; 

Advantage of New York Companies. 

“With a permission to continue the issu- 
ance of deferred dividend contracts, there 
would at least have been an incentive to 
make some sort of a fair showing when the 
day of settlement arrived, if only for the ef- 
fect it would have upon new entrants to 
this class; but with the further issuance of 
this form of contract prohibited and the 
merit of the company dependent wholly 
upon the showing made on annual dividend 
policies, the funds belonging to the deferred 
dividend policyholders now in, will simply 
be exploited to make a good showing to 
those holding policies entitling them to an- 
nual dividends—unless some state comes 
to the rescue of these deferred dividend pol- 
icyholders now in worse position than ever. 

Take the three companies: 
Equitable, with a surplus of 
Mutual, with a surplus of ; 
New York Life, with a surplus of . 


$62,161,629 

78,267,607 

52,835,627 

Total $193,264,863 

‘Not more than ten per cent. of the insur- 
ance now carried in either of these com- 
panies is on the annual dividend plan. 
After Jan. 1, 1907, according to the law of 
the state of New York, all new business 
written must be on the annual dividend 
plan. The annual showing of dividends 
will determine the merit of the company. 
With the managements unaccountable to 
the deferred dividend policyholder for his 
share of the surplus; with the enormous 
surplus to be drawn on and exploited, what 
chance of a showing will annual dividend 
companies, recognized for their past large 
returns, have against the results as pos- 
sible to be made by the big three with their 
small per centage of annual dividend pol- 
icyholders and the large surplus they can 
still juggle with ? 

“How much good will it do the old reli- 
able annual dividend company discrim- 
inated against, and the deferred dividend 
policyholder whose funds are used to make 
a good showing to others, to call attention 
to the good intentions of the New York 
Legislative Investigating Committee ? 

“Will policyholders rest content to be fed 


on talk about mutualization, even when sup- 
plemented by an impracticable method for 
participation in the election of directors ? 
Fraud and deception will not only con- 
tinue, but will be sanctioned by the state, 
while the “model laws” from which the 
people hoped so much are left in a condi- 
tion to permit by slight amendment the issu- 
ance again of the deferred dividend contract, 
just as soon as managements feel warranted 
by the lethargic memory of the public. 
“It was subtle and specious reasoning, 
that to demand an annual apportionment 
and accounting on outstanding deferred 
dividend policies would interfere with the 
right of contract and likely impair existing 
contract obligations. But as any appor- 
tionment, which is possible to be made 
under existing deferred dividend policies, 
could be contingent only and dependent 
upon the fulfillment on the part of the in- 
sured of the contract conditions—that the 
policy be in force and the insured living 
when the dividend period arrived—there 
could not possibly be an interference or 
impairment of any contract right or obli- 
gation by placing upon company man- 
agements the requirements for honesty 
and fair dealing which such an annual con- 
tingent apportionment 
would have imposed. 


and accounting 

“Annual apportionment and accounting 
was the one great restriction which com- 
pany managements did not want imposed; 
they were willing as a compromise—at 
least until the storm had blown over—to 
see the deferred dividend contract abso- 
lutely prohibited, if only accountability on 
the millions of accumulated surplus could 
be evaded. And under the New York 
laws at least it was evaded, notwithstand- 
ing the committee’s good intentions! 

“No requirement which can be imposed 
on life insurance companies can be of such 
great benefit to all policyholders, or place 
upon managements a greater test of merit, 
than a provision for annual apportionment 
and accounting to each policyholder. Wis- 
consin can well afford to say, “Do this, or 
stay out of this state.” For of all reforms 
this will give the best and most far reach- 
ing results for good. 

“Annual apportionment and accounting 
will ensure to policyholders life insurance 
at the lowest possible cost, for with the an- 
nual accounting of savings to the individ- 
ual policyholder as a comparison between 
companies, managements will be com- 
pelled to employ conservative and eco- 
nomical methods, and with such methods 
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will come a decrease in expenditures and 
an increase in the returns to the policy- 
holder, which alone is the factor in reduc- 
ing the cost of life insurance. 

“Shall Wisconsin follow these “model 
New York insurance laws?” Or shall we 
of the West hold aloft, where all who run 
may read, a banner declaring for good old- 
fashioned honesty, the simplest and best 
remedy for evil.’’ 


COMMENT BY THE EDITOR. 


The words of the commissioner cer- 
tainly offer food for thought. The Jour- 
nal of Insurance Economics shares with 
others the credit, if there be any attaching 
thereto, of pointing out the danger of the 
great accumulation of surplus funds, and 
the benefit which would come to life in- 
surance, as a whole, if these vast sums 
were properly accredited and accounted 
for. We were not then convinced that 
these funds should be charged as a liabil- 
ity, nor do we now see why our theoretical 
reasoning in that regard should be changed. 
Nevertheless we are confronted by condi- 
tions of the gravest character, and it may 
be best that these funds should be cast 
over into liabilities and thus placed be- 
yond the possibilitiey of being used to the 
detriment of the business whole. 

But, as Mr. Host says, the remedy for 
evils long understood but long unappre- 
ciated by the general public are “simple.” 
They rest more than anything else in pub- 
licity and accountability. Evil in life in- 
surance or in any other business cannot 
thrive in the light of publicity, and no 
amount of statutory enactment dealing 
with the details of management and rules 
of action, can be offered as a substitute for 
publicity and accountability.. No one ex- 
pected—that is to say no one who care- 
fully watched and studied the course of 
events—that the recommendations of the 
Armstrong committee, or the legislation 
following those recommendations, would 
get at the root of the trouble. There was 
too much sound and confusion, too little 
‘alm reasoning to justify any expectation 
of great and lasting benefit. 

Now that the whirl of legislation is over, 
—legislation which by the way could only 
be put through by a party caucus and a 
party vote, making, in short, a political 
proposition of what was strictly a social- 
economic question—we are getting the 
calm afterthought and reflection of outside 
observers upon these great questions. 


as a 


DAWSON ON GRAHAM’S “DICTUM.” 


Editor Dawson of the “Chronicle” character- 
izes Assistant Attorney-General Graham’s 
dictum on the New York standard policy as a 
“remarkable ex-parte opinion”. Mr. Daw- 
son, who had something to do with the Arm- 
strong legislation thinks, in the first place, 
that a policy contract does not come within 
the meaning of the unrepealed law discovered by 
Vice-President Fiske of the 


Moreover, he says that the most recently en- 


Metropolitan. 


acted law must be accepted as the latest ex- 
pression of the legislature’s will, that the law 
applies unequivocally to ‘“‘domestic” com- 
panies only, and that the intention of the leg- 
islation is further shown by the fact that the 
original bill recommended by the Armstrong 
committee applied to all companies and that 
subsequently the limitation to domestic com- 
panies was included. As the opinion of the 
assistant attorney-general was rendered with- 
out briefs from the companies affected, he con- 
siders it probable that the opinion may be re- 
vised when further facts are presented. 


COST OF PUBLIC ACCOUNTANTS. 


Commissioner Cutting of Massachusetts thinks 
that expert accountants for insurance compan- 
ies, if desirable, are likely to prove expensive 
He compares the cost of three examinations of 
the Equitable Lite during 1905 at the time of 
the agitation. The Examination of the com- 
pany’s own committee cost $1,126; that of the 
insurance department $15,133, while the ex- 
amination by public accountants footed up to 
the enormous amount of $206,118. Mr. Cut- 
ting thinks this is a pretty heavy charge and 
that if it were made by any insurance depart- 
ment it would be called graft. Nevertheless 
he thinks that “systematic audits of income 
and disbursements of corporations by outside 
accountants are useful and perhaps necessary.” 


BIG THREE ISSUE OF 1905. 


Massachusetts requires companies to report 
insurance written, and the figures in the de- 
partment’s report just issued contain these in- 
teresting figures: New York Life Insurance 
Company issued in 1905, $406,264,000; Equit- 
able $215,537,000, Mutual $223 525,000. These 
are big figures, but the terminations were like- 
wise heavy—in the case of the Equitable $245,. 
957,000, causing a diminution of $30,419,000 in 
insurance in force. In the case of the Mutual 
the terminations were $195,848,000 and of the 
New York Life $289,295,000. 





WHAT THE STATE SHOULD REQUIRE. 


It is not necessary or advisable for the state 
to enter into the details of company manage- 
ment. Hard and fast rules bar the door to ori- 
ginality and progress; a code of limitations and 
restrictions would leave too much to the discre- 
tion of a commissioner of insurance called upon 
to supervise, and whose selection has not al- 
ways been governed by his knowledge of insur- 
ance.—Wisconsin Life Report. 
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WISCONSIN COMMISSIONER AGAINST PRELIMINARY TERM. 


As briefly stated last month, Insurance 
Commissioner Host of Wisconsin, in his 
life insurance report for this year, declares 
against preliminary term valuation and 
select and ultimate. The supporters of 
these devices for making use of the reserve 
for expenses, have heretofore derided their 
opponents as basing their position on 
conservatism and established precedent. 
Commissioner Host, however, in his views 
upon life insurance has been of the most 
radical, often throwing precedent to the 
winds. Moreover, he hails from that sec- 
tion of the country where new companies 
are more rapidly born and where the 
demand for the use of the reserve for ex- 
pense purposes has of late been strong. 

But it is evident that Commissioner Host 
has done some thinking upon this problem, 
and has reached the conclusion that the 
use of the reserve by any device, legal or 
otherwise, is a wrong which he cannot 
endorse. Here is what he says: 

There are two cardinal requirements for the 
success and perpetuity of a life insurance com- 
pany: 

1. The maintenance of an adequate standard 
of solvency. 

2. The enforcement of the principles of mu- 
tuality. 

The law of this state already requires a legal 
reserve and the conservative investment of the 
funds demanded by this standard of solvency. 
For new companies to be organized, the law 
should permit of no invasion of the full legal 
reserve by a prohibition of preliminary term or 
other method of valuation enabling an encroach- 
ment on the reserve element of the premium for 
expense purposes, and then, the company should 
be required to deposit its reserve, properly invest- 
ed in accordance with the provisions of the law, 
with the state after having been passed upon by 
the commissioner of insurance. 

* Concerning the value of new business, 
he has the following to say: 

“*New business is of value and benefit to the 
com»any and the policyholders, and the restric- 
tion as to cost should not be confined to such 
narrow limits as to require anticipation of future 
savins or evasion of the legal reserve law. With 
an aviual accounting to policyholders, by which 
the merit of the management and the company 
will be judged, placing upon the officers every 
incentive to economy to be enabled to show 
results in the interests of the insured, the limita- 
tion as to the cost of new business may be safely 
left to company managements rather than by 
restrictive legislation open the door to new 
dangers. 

* We now have, therefore, four insurance 
departments registered against the use of 
reserves for expeuses, namely, Massachu- 
setts, Vermont, Wisconsin and District of 


Coluinbia. The real significance of this 
proposition to life insurance is beginning to 
dawn upon insurance commissioners who 
are really making a study of life insurance 
questions. It will not be long, we believe, 
before other departments will put them- 
selves on record in opposition to this plan 
of encroaching upon the reserves. 


In the excitement of the New York 
investigation the Armstrong committee 


was “bewildered ” into accepting the theory 
that reserves could in some cases be used 
for expenses, but this is due largely to the 
fact of their chance employment of an 
actuary whose associations and _ interests 
have long made him an advocate of this 
unsound theory, and who, probably with 
entire conscientiousness, took advantage ot 
his position to urge an endorsement by 
the committee of his pet method of evading 
the reserve. 

It begins to look, however, as though 
New York would stand an example of 
“splendid isolation” so far as the select and 
ulliinate is concerned, and the companies 
which take advantage of the special privi- 
leges in valuation granted thereunder will 
be extremely confined in their business, and 
will be subject constantly to the weakness 
of putting up less reserve than other com- 
panies with which they comes in competition. 


LIFE BUSINESS IN OKLAHOMA. 


In 1899 the territory of Oklahoma was an un- 
occupied prairie. It was opened to home- 
steaders in 1890. It proved to be a fine state for 
agriculture and has since rapidly developed 
until today it has a population of 750,000 people, 
with a number of well-built and thriving cities 
and towns. There are 37 life insurance com- 
panies doing business in the state, including as- 
sessment, preliminary term and regular life. 
There are 15 of the latter. ‘These companies in 
1905 wrote insurance amounting to $8,366,589, 
the premiums thereon amounting to $825,000. 
There is one Oklahoma company, the American 
Mutual Life, which wrote insurance of $440,000 
in 1905. 





DOING BUSINESS OVER THE COUNTER. 


Insurance Commissioner Cutting thinks the 
Boston philanthropists who wish to organize a 
company to do business “over the counter” 
should have an opportunity to test their theo- 
ries. In his report just issued Mr. Cutting 


says that a properly organized company, will- 
ing to surround itself with such safeguards as 
to make the experiment at the expense of the 
investors and not of the patrons of the company, 
should be permitted by the state to do so. 
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CONGRESSIONAL COMMITTEE HEARING ON DISTRICT SUPERVISION. 





Origin and Growth of the Bill—Actuary Dawson Charges Conspiracy, 





The recent upheaval in life insurance 
has produced a number of valuable pub- 
lic documents, but none exceed in in- 
terest the report of the hearing before 
the Committee on Judiciary of the House 
of Representatives held in Washington 
last May. It did not follow the lines 
of the usual hearing, where the committee 
listens in a judicial way to the statements 
of parties advocating or opposing par- 
ticular measures, but was more in the 
nature of a conference between the mem- 
bers of the committee and various people 
more or less interested in the measure. 
In fact, the printed report is comprised 
very largely of leading and pointed ques- 
tions asked by the members of the com- 
mittee. No speaker was allowed long 
to pursue any definite or carefully laid 
plan of argumentation. It was mainly 
question and answer between the com- 
mittee and the witnesses, thus disclos- 
ing lines of thought and information 
which could not be brought out in any 
other way. 

The Armstrong investigation was an 
inquisition in which one side alone was 
allowed to direct the questioning. The 
hearing at Albany was a solemn and im- 
pressive conclave, in which insurance 
interests were allowed in a formal way 
to state their side of the case. But at 
Washington the hearing was quite in- 
formal, colloquial and conversational, in- 
cluding one or two sharp passages at 
arms. 

The attitude of the committee as dis- 
closed by its questions was_ evidently 
one of hostility to federal regulation of 
insurance and suspicion that the bill 
was designed in some way to bring about 
this end, although by its terms it applied 
only to the District of Columbia. But 
with all the sharp questions nothing oc- 
curred showing that the companies origi- 
nated the bill or were responsible for its 
formulation. On the contrary, the tes- 
timony disclosed that the movement orig- 
inated with Representative Ames of Mas- 
sachusetts, who prepared a measure for 
introduction in Congress after conference 
with the actuary of the Massachusetts 
insurance department and the assistant 


attorney-general of Massachusetts. Out 
of this consultation a bill was drafted 
embodying what were believed to be the 
best features of Massachusetts, New 
York and other state laws. 

Mr. Ames sought to interest President 
Roosevelt and was referred by him to 
the Commissioners of Insurance of the 
District of Columbia, Thomas E. Drake. 
In the meantime Governor Johnson of 
Minnesota had been in consultation with 
President Roosevelt regarding the in- 
surance situation and had suggested a 
general conference of state governors 
and others. Mr. Roosevelt brought the 
matter to the attention of Mr. Drake who 
decided to call such a conference at Chi- 
cago, Feb. 1. ‘There Mr, Ames appeared 


and offered his bill. The conference 
appointed a sub-committee of fifteen, 
with Insurance Commissioner O’Brien 


of Minnesota as chairman, which was to 
draft a model code and report to the full 
convention of insurance commissioners 
to be held in the fall. 

Some of the members of this sub-com- 
mittee met shortly after and taking the 
Ames bill as a basis drafted a measure 
which it was decided Mr. Ames should 
submit as an amendment to his, with a 
view to having it passed by Congress and 
made effective as an insurance law in the 
District of Columbia. 

When the National Committee on Ju- 
diciary met on May 14 to consider this 
amended measure, the following were 
present, according to the minutes of the 
hearing: 

Clayton C. Hall, actuary, department of 
Maryland, representing the governor of Mary- 
land; Thomas E. Drake, superintendent of 


Edward E. 


insurance, Washington, D. C.; 
Rhodes, mathematician, Mutual Benefit Life 


Company, Newark, N. J.; James H. McIntosh, 
counsel, New York Life Insurance Company; 
Arthur Hunter, actuary, New York Life In- 
surance Company and secretary Actuarial So- 
ciety; John K. Gore, actuary, Prudential 
Life Insurance Company, and also second 
vice-president of the Actuarial Society; Ar- 
chibald D. Welch, vice-president and actu- 
ary, Phoenix Mutual Life Insurance Com- 
pany, of Hartford, Conn., also treasurer of 
the Actuarial Society; James M. Craig, actuary, 
Metropolitan Life Insurance Company, New 
York; J. Thomas Moore, superintendent 
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agencies, Provident Life Insurance and Trust 
Company; James Ashbrook, vice-president, 
the Provident Life Insurance and Trust Com- 
pany; William A. Fricke, New York Life In- 


surance Company; Douglas H. Rose, actuary, 


Maryland Life Insurance Company, Balti- 
more, Md.; William O’Mealey, secretary, 
the Provident Relief Association, Washing- 


ton, D. C.; W. W. Chiswell, secretary Peoples’ 
Mutual Benefit Insurance Company, of Wash- 
ington, D. C.; S. W. Cockrell, manager Em- 


ployees’ Mutual Benefit Association, Wash- 
ington, D. C.; Frederick L. Hoffman, Pru- 


dential Insurance Company, Newark, N. J.; 
John Brosnan, president the Provident Re- 
lief Association, Washington, D. C.; Charles 
A. Hartmann, Union Insurance Company; 
William Joseph Graham, actuary, Minne- 
apolis, Minn.; George Kuhns, field manager 
Bankers’ Life Association, Des Moines, Iowa; 
G. W. Cave, manager, American Home Life 
Insurance Company, Washington, D. C.; 
Alfred S. Niles, counsel and treasurer of the 
Baltimore Life Insurance Company; E. B. 
Hay, attorney, Royal Life Insurance Com- 
pany, Washington, D. C.; Robert H. McNeill, 
attorney, representing Globe Life Insurance 
Association, Washington, D. C.; Dr. T. T. 
Evans, president the Washington Industrial 
Underwriters’ Association, Washington, D. 
C.; J. S. Swormstedt, president the Equitable 
Industrial Life Insurance Company, Wash- 
ington, D. C.; John B. Larner, attorney for 
the National Union Insurance Company and 
the Home Plate Glass Insurance Company, 
Washington, D. C.; Allen C. Clark, secre- 
tary the Equitable Industrial Life Insurance 
Company, Washington, D. C.; William A. 
Bennett, general superintendent the Equitable 
Industrial Life Insurance Company, Washing- 
ton, D. C.; H. J. Messenger, actuary, the 
Travelers’ Insurance Company, Hartford, 
Conn.; Benjamin F. Crouse, State insurance 
commissioner of Maryland, Baltimore, Md.; 
H. C. Lippincott, manager of agencies, Penn 
Mutual Life Insurance Company, Philadel- 
phia, Pa.; Jesse J. Barker, actuary, the Penn 
Mutual Life Insurance Company, Phila- 
delphia, Pa.; Frank Abial Flower, president 


the National Mutual Benefit Corporation, 
Washington, C.; L. Pierce Boteler, sec- 


retary the Mutual Fire Insurance Company 
of the District of Columbia; Frederick A. 
Savage, general agent (Baltimore) of the New 
England Mutual Life Insurance Company, 
of Boston, Mass.; L. G. Fouse, president 
the Fidelity Mutual Life Insurance Com- 
pany of Philadelphia, Pa.; and Thomas D. 


O’Brien, state insurance commissioner, St. 
Paul, Minn. 
Others appeared during the course 


of the conference, among them Senator 
Bulkley, president of the tna Life, 
Charles W. Scovel, president of the Na- 
tional Association of Life Underwriters, 
Editor Cohen of “Views”, Congress- 


man Goulden, New York general agent 
of the Penn Mutual [.ife,and Miles M. 
Dawson, consulting actuary of the Arm- 
strong Committec. 


The hearing was a representative one, 
so far as insurance interests were con- 
cerned. Congressman Ames took charge 
of the bill and introduced those who were 
present to speak. The insurance men 
seemed to favor the bill as a whole, chiefly 
on the ground that it would afford legis- 
lation which would act as a guide to the 
legislatures of other states in adopting 
remedial legislation. Mr. Dawson op- 
posed the bill chiefly because it excluded 
the select and ultimate valuation, and 
incidently many other features of the 
Armstrong bill. He charged life insur- 
ance interests, particularly the general 
agents represented by Mr. Scovel, with 
being engaged in a “conspiracy”’ to dis- 
credit the Armstreng legislation and to 
secure the enactment by Congress in its 
place of an entirely different law. He 
seemed anxious to discredit the prelimi- 
nary term valuation provided in the Ames 
bill and to have substituted therefor the 
select and ultimate. Nevertheless he 
acknowledged that he was largely re- 
sponsible for the introduction of the 
preliminary term valuation into life in- 
surance contracts. He was closely ques- 
tioned by the committee, but finally con- 
cluded his testimony without present- 
ing any evidence regarding the alleged 
“conspiracy ”’. 

Members of the committee were very 
inquisitive as to the whole bill. They 
wanted to know how it was going to affect 
insurance interests, what good it would 
do to have a model law in the District 
of Columbia, and whether the bill was 
not really designed to eventually bring 
about federal control. The witnesses for 
the companies stated without equivo- 
cation that they favored the measure al- 
most entirely because it would serve as 
a model for legislation in other states, 
and could not definitely say that it would 
benefit insurance interests in any other 
way, or that it would necessarily improve 
the character of state supervision. They 
did not discuss the question of federal 
regulation or assume that the bill touched 
that problem in any way. 

We speak of this hearing in the most 
general terms. It would be impossible 
to bring out in detail the many inter- 
esting points disclosed. The document 
itself will become historic. It is appar- 
ent thatthose in Congress opposing federal 
regulation of insurance are suspicious 
of any measure which is designed for 
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the District of Columbia alone, fearing 
that is it merely an opening wedge. ‘The 
movement towards national regulation 
has been set back many years through 
the fact that this regulation was favored 
by the companies most criticized during 
the exposures. 

So far as “model legislation” is con- 
cerned, it is hardly probable that we shall 
get such laws enacted anywhere. ‘The 
ideas as to what constitutes ‘‘model”’ 
legislation are altogether too varied. The 
special committee of insurance’ commis- 
sioners met at St. Paul this month and 
their recommendation will have some 
weight no doubt before the Commissioners’ 
convention in the fall. Whatever that 
convention may adopt: will have some 
weight in some states, but not in all. 
Some of its recommendations may be 
adopted in one state and some in another. 


The Armstrong legislation certainly will 
not stand as a “model” anywhere, that 
is to say, as a whole. Parts of the legis- 
lation. will no doubt be copied by other 
states. 

Massachusetts still has 
on life insurance. That was the testi- 
mony of disinterested witnesses before 
the judiciary committee at Washington. 
But Massachusetts laws are not “model” 
in the true that term. They 
could be improved in many respects, 
but as a whole they are the best that have 
been produced in any state, and the in- 
surance standard in Massachusetts is 
still higher than that of any other state. 
If other states want something approach- 
ing a model they cannot do better than 
to investigate what Massachusetts 
done in the line of legislation and super- 
vision. 


the best laws 


sense of 


has 





ACTUARY DAWSON AS A “WORLD POWER” IN INSURANCE. 








FROM “ OFFICE AND FIELD,” 


TORONTO. 








There is one fact in connection with 
our Roval Commission which ‘it is well 
that Canadian insurance men should 
realize fully and at once. We refer to 
the remarkable influence which Mr. Daw- 
son is able to exercise as the actuarial 
adviser of the commission, and to the 
results which that influence is likely to 
produce. The managers and actuaries 
of the companies which will be affected 
by the proposed legislation have, of course, 
an opportunity to express their views 
when giving their evidence, but such ex- 
pressions of opinion as to what legisla- 
tion is or is not advisable, are a very 
minor part of their evidence in the eyes 
of the public and possibly even of the com- 
missioners. On the other hand, Mr. 
Dawson has the private ear of the com- 
missioners and counsel at all times, and 
may, and unquestionably will, use his 
opportunities to the fullest extent to ad- 


vocate his individual views, and to sug- 


gest and support such legislation as he 
personally desires to see passed. A little 
consideration will show what an enor- 
mous power for good or evil has thus 
been entrusted to this one man. An officer 
of a prominent American company, 
thoroughly familiar with the proceedings 
of the Armstrong committee, recently 
said to a representative of a Canadian 
company : 

You people may think that you have sound 


arguments against legislation similar to that 
of the Armstrong commission, and you may 
make excellent and telling speeches against 
it, but I am convinced you are doomed to failure. 
You can speak in public and but once, while 
Dawson can argue against your ideas and in 
favor of his own in private and at all times. 
Make up your minds that you cannot success- 
fully contend against him under such circum- 
stances. 

There is sufficient truth in this state- 
ment to give the officers and agents of 
Canadian companies serious concern. If 
Mr. Dawson were a man of conservative 
moderate views, his influence at such a 
time would be welcomed by all who have 
the best interests of the business at heart, 
both managers and agents. But if, on 
the other hand, he be an advocate of 
radical and rash legislation, his influence 
becomes a menace to the entire business 
and to all connected with it. 

We do not need to speculate as to 
what Mr. Dawson’s views are and what his 
recommendations to our commission are 
likely to be. He has left us in no doubt. 
It is true that he has stated that the original 
draft prepared by him for the Armstrong 
committee contained but one restric- 
tion, but it is also true that he appears 
to have adopted as his own most of the 
Armstrong propositions, even the most 
objectionable, and that he is now their 
principal advocate. As the public mind 
has become less excited and more rational 
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and judicial, a reaction against the ex- 
treme features of the Armstrong laws has 
become more and more pronounced, 
and it is now generally conceded that 
while they contain much that is benefi- 
cial,there is also much that is objec- 
tionable and even injurious. Mr. Daw- 
son’s advocacy of even the most extreme 
features, however, shows no sign of 
weakening. 

The report of the hearing before the 
judiciary committee of congress on the 
Ames bill to provide a model insurance 
code for the District of Columbia, has 
just come to hand, and some extra ts 
from Mr. Dawson’s address of May 15 
last, as there contained’ are worthy of 
notice. In his circular letter Mr. Charles 
W. Scovel, president of the National 
Association of Life Underwriters, liad 
made the following remarks: 

We all recognize gladlv the valuable service 
rendered, as investigators, by the Armstrong 
committee and its able counsel, but no thought- 
ful mind can fail to see that, as legislators, 
their work was done under such conditions 
of excitement and haste as to make difficult, 
if not impossible, the solution of vast, complex 
problems in any permanent shave. 

Commenting on this, Mr. Dawson told 
the committee that they were ‘“‘going to 
have the strongest possible influence brought 
to bear from all parts of this country on 
the part of companies and individuals who 
do not want the right thing done, to get 
you to destroy the work of that committee. 
....The movement is going to be wide 
spread through the country. It amounts 
to a conspiracy, a conspiracy Which I in- 
tend to open up to you as I go along. 

That is Mr. Dawson’s attempt to ex- 
plain the fact that the tide of public 
opinion is now setting in strong'y against 


the extreme measures recommended by 
him. <A little later the chairman re- 
marked: “This general discussion as 


to what other people are doing, and as 
to whether there is a conspiracy, could 
be carried on for a great while. It is 
not to the point. We would like you 
to come to the point as to what you want 
in the bill, and what out and why.” 
Mr. Ames (the author of the bill)— 
“You said there was a conspiracy, and 


I suppose you might consider I was one 


of the arch-conspirators.”’ 

Mr. Dawson—‘“No, sir, I said you 
were not. The conspirators are the peo- 
ple who are managing the National Life 
Underwriters’ Association. of the United 


States.....If your model code is to be 
a real code it will be probably what no 
company in the United States wants. 
If it is to be simply what the majority 
of the companies want, it will be what 
the Life Underwriters’ committee is ask- 
ing for. It will be something to be 
avoided instead of adopted.....If vou 
want to adopt a model insurance code, I 
have no hesitation in saying that you 
ought to frame it in" utter disregard of the 
preferences of institutions or individuals.”” 





MILEs M. Dawson. 





Mr. Scovel was given an opportunity 
later to reply to Mr. Dawson. The 
following are extracts from his remarkes: 

The charges constitute on the part of the 
gentlemen an argument why the ideals ard 
conclusions of the Armstrong committee should 
be followed or considered by congress, rather 
than those that came from Chicago (7.c., the 
convention called by President Roosevelt.) 
There evidently was the head and forefront 
of the offending of the letter. It pointed out 
what various prominent persons had said, and 
what the conditions showed as favoring Chicago 
rather than New York. It pointed out that 
the Armstrong bills were prepared under ab- 
normally excited and hasty conditions. On 
this I need say nothing more than has been 
already heard in this presence. No more, 
indeed, than was said by the gentleman him- 
self, who spoke of laboring night and day, 
and Sundays also, in intolerable toil. It is 
not under those conditions that calm, judi- 
cious legislation is ordinarily brought forth. 
Also, what we heard from one of the actuaries, 
who was called in by that committee during 
its final consideration of those bills, and who 
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said they were told: “This is an emergency 
which must be met, and out of which there 
must be hardships upon the innocent com- 
panies.” This was testified before you as 
being repeatedly said. Those are the condi- 
tions, and it is idle to deny it. 


The word “conspiracy” was repeatedly 
applied, and very strongly.....Let me say 


very plainly that of these charges there was no 
scintilla of evidence produced with the excep- 
tion of this letter... ..The whole was a matter 
of deduction and inference, which any one 
member of the committee I believe to be quite 
as capable of making for himself as the gentle- 
man who spoke... .. 

That the Armstrong bills were not regarded 
as final by themselves, is best shown by the 
comment of Mr. Hughes the next morning 
after they were introduced: “‘It is well to re- 
member that the legislature sits at Albany 
every year to correct mistakes.”’....The first 
idea that I saw in print anywhere that you 
were to look to the next legislature of New 
York for revision was from the lips of the emi- 
official 


nent counsel. Then in an message 
from the governor of Massachusetts to his 


legislature, occurs this very remarkable para- 
graph from the governor of a_ neighboring 
state: 

“T am informed that no state except New 
York, has attempted to act in advance of this 
report (referring to the report of the National 
Insurance Convention to come in September), 
and those persons best qualified to express an 
opinion upon the conditions of legislation in 
that state believe that the bills pending in the 
New York legislature may, if passed now, re- 
quire revision next year.” 

In like manner this circular letter of ours 
quotes the strongly contrasting ideals and 
principles set forth in the recommendations 
of the Chicago committee on March 22. Al- 
though the Armstrong bills were pending, 
and their report and recommendations had 
been before the country for weeks, it was 
upon the Chicago principles that the Ames 
bill was founded, and that bill was recom- 
mended to the consideration of Congress by 
the president of the United States. with a very 
strong expression of his entire ‘“‘fsith in the 
ripe judgment and single-minded purnose of 
the insurance convention which met in Chicago, 
and of the committee of that convention which 
formulated the measure herein advocated.” 

Gentlemen, this is the conspiracy—-our call- 
ing the attention of the country at large to the 
fact that those things had heen said by those 
men, and that thev indicated that the states 
generally were not so likely to follow New York 
as to follow Chicago... .. 


The views so forcefully and clearly 
expressed by Mr. Scovel will, we be- 
lieve, commend themselves to the insur- 
ance fraternity and to the vast majority 
of the public as being both sound and 
reasonable. 

The attitude of Mr. Dawson, however, 
requires consideration. The public should 
realize that he is evidently determined 
to use every means in his power to have 


the main- provisions of the Armstrong 
legislation duplicated in Canada. It is 
of course easy to understand why this 
shoulf be so. Mr. Dawson’s name has 
been so closely associated with the Arm- 
strong laws, that he apparently dooks 
upon them as almost his own. The 
Select and Ultimate theory is, moreover, 
his own individual creation and hobby. 
It is said that he has openly urged the 


New York companies for their own 
sakes to use their best efforts to have 
similar laws passed by other legisla- 


tures so that companies located elsewhere 
may be brought under the same restric- 
tions. 

That our Canadian 
be content to be a mere follower of the 
Armstrong commission and of Mr. Daw- 


commission will 


son we do not believe, especially as the 
character of that legislation becomes 
better understood. Neither do we 
lieve that either our commission or 
parliament will, on the recommenda- 
tion of an actuary from the United States, 
to cripple our Canadian com- 


be- 
our 


consent 
panies merely that their American com- 
petitors may not be too much injured 
by the experiment in legislation now on 
its trial in New York. Nevertheless, 
Mr. Dawson’s appointment 
him unusual opportunities for advocat- 


has given 
ing his peculiar theories, and no one 
can foretell the result. 

The. extreme position which he takes 
is well shown by some of the quotations 
which we have given from his address. 
He believes that legislation should be 
framed ,“with utter disregard to the pre- 
ferences of institutions or individuals” 

that is, of our companies, their man- 
agers or agents. He that a 
model law will be one that “probably 
no company wants.” 

If our law on such an intricate 
technical subject as life insurance is to 
be framed in this remarkable manner, 
the preferences of our Canadian man- 
agers being “utterly disregarded,” and 
the bill to be recommended to parliament 
being one which “no company wants,” 
who is to draw it up? Whose bill is it 
to be? Why, Mr. Dawson’s ,of course. 
Is it wise that any man, no matter how 
able or disinterested, but in particular 
a man with Mr. Dawson’s views and am- 
bitions, should be allowed to exercise 
such an overwhelming influence+in legis- 
[ating for Canadian companies ? 


also says 


and 


‘ 
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WORK OF RECESS INSURANCE COMMITTEE IN MASSACHUSETTS. 





After submitting a report which ‘may 
be fairly said to be the ablest contribu- 
tion yet made to the current insurance 
legislative discussion, the Massachusetts 
commission for codifying the insurance 
laws of the state has been paid off and 
discharged. The appointment of the 
commission was never taken in a kindly 
way by the legislature. Its members 
felt that the regular insurance commit- 
tees of the House and Senate should have 
all insurance matters confided to them. 
Consequently when it was proposed to 
continue the study of insurance laws 
during the recess, the joint insurance 
committee quickly took the opportunity 
of regaining its exclusive jurisdiction, 
and with the addition of four other legis- 
lators was constituted a “joint special 
committee” to handle the whole matter. 

A preliminary meeting was held in 
July and organization effected. The 
committee has not yet decided upon its 
plan of operation, further than to give 
two public hearings at an early date. 
Fraternal and assessment insurance will 
be first disposed of before level premium 
insurance is considered. The only as- 
sessment insurance left in Massachu- 
setts is comprised of some personal ac- 
cident associations and the mutual fire 
companies. ‘The present laws govern- 
ing these are working quite well and 
very little modification is anticipated. 
Accident men would like to see the law 
requiring stock companies to have $200,000 
capital changed by reducing this amount to 
to $100,000. There seems to be no good rea- 
son why in thecase of small companeis, at 
least, this amount would not be sufficient. 

It is quite likely that when the regu- 
lar life companies are reached, some 
of the legislation enacted in the year 1900 
will be changed. The limitation of sur- 
plus in the old law was fixed at ten per 
cent of the reserve liability, not taking 
into account excess of market over book 
value of investment. The Ames_ bill 
was drawn so as to include this provi- 
sion of the old law, and in the light of 
what has happened in the last two years 
there is very little question about its 
being put back again. 

The requirements concerning the ap- 
portionment and distribution of divi- 


dends are at the present time too broad 


and indefinite. There is no question 
but that the stricter requirements of the 
old law will be revived when the new 
code is formulated. The work of this 
recess committee should be profitable 
as a matter of education to its mem- 
bers, but not onerous in the way of dis- 
covering and instituting reforms. The 
present code of Massachusetts insur- 
ance law needs but little change to keep 
it in the forefront of rational and ad- 
vanced procedure. . In this state we may 
confidently expect to escape new enact- 
ments similar to the well-intentioned but 
nevertheless violent and repressive Arm- 
strong legislation of New York. 





NEW YORK AND MASSACHUSETTS. 


Difference in Surrender Charges Under Armstrong 
and Bay State Laws. 


If a controversy should arise between the 
legislatures of New York and Massachusetts 
as to whether Massachusetts companies shall 
issue in New York contracts required by the 
Massachusetts law or by the New York law, 
the whole question of surrender values will 
become involved. The Armstrong legislation 
rovides for extended insurance in case of 
apse, whereas the Massachusetts law gives 
paid-up insurance, a more liberal concession 
to the insured. 

There is also a very striking difference be- 
tween the surrender charges to be deducted 
on lapses under New York law and _ those to 
be deducted under Massachusetts law, as will 
be shown by the following comparative table, 


giving the surrender charges under the two 
laws on an ordinary life policy for $1,000 
issued at age 35: 
Surrender 
Surrender Charge, 
End of Charge, Massa- 
Year Reserve. New York. chusetts. 
Srd .......$36.45 $25.00 $17.85 
Serre 49.39 25.00 17.61 
tate 62.73 25.00 17.36 
gees 76.49 25.00 17.11 
 e F 25.00 16.85 
8th .105.27 25.00 16.58 
9th .120.31 25.00 16.30 
160th >a 60 os oO 27.15 16.01 
ae 151.65 30.33 15.72 
12th 167.94 33.58 15.42 
13th . 184. 64 36.93 15.11 
14th . 201.72 40.34 14.79 
ee .219 15 43.83 14.47 
16th 236.91 47.38 14.14 
| re 254.97 50.99 13.80 
18th 273.31 54. 66 13.46 
19th 291.92 58.38 13.12 
Oth ....\. O10. 78 62.15 12.77 
25th 407.30 81.46 10.98 
30th . 004.71 100.94 9.18 
35th .. .398.04 119.61 7.45 
40th . .683 .02 136.60 6.87 
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LEGISLATION NOT NECESSARY TO MAKE GOOD COMPANIES. 





WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY SAMUEL DavIs. 


Some vacation thoughts have come 
to the writer in connection with the quite 
general legislative attempts to remould 
the life insurance business, and _pro- 
duce thereby something ideal in its con- 
duct and results. I believe that the 
reformers honestly think that they have 
a mission. They are zealous and con- 
stant in promoting the cause, but I ques- 
tion whether anyone of them would pause 
for a moment to seriously consider whether 
he had the qualifications necessary to 
prescribe regulations for the conduct 
of the business, a business so technical 
in its fundamental assumptions, as _ to 
require the assistance of 


highly 


imperatively 


a peculiar and technical pro- 
fession for its safe practice. 

What the chemist is to the business 
man who manufactures and sells chemical 
products, the actuary is to the business 


man who builds up a plant for insur- 


ing lives. The zeal of reformers when 
thus embodied in legislation, is apt to 
be quite disappointing in the results 


obtained. 

There is a question as to how far leg- 
islation is able to make a good man or 
a good insurance company. Narrow- 
ing the question to the life insurance 
business, if we examine the group of 
companies which operate in the East 


we may observe some curious facts. No 
one will controvert the statement that 


Massachusetts insurance laws have long 
served as models for those of other juris- 
dictions, or that the long-continued abil- 
ity with which the insurance department 
of the state has been conducted, has 
prevented the appearance of scandal 
and abuse in the Commonwealth. 

Yet these things have not given the 
state the only good companies in_ the 
country. In New Jersey, in Pennsyl- 
vania, states that are notorious for lax 
corporation laws, and where the insur- 
ance departments have been simply the 
playthings of the sordid politics prevail- 


ing in those places, we have companies 
which are in all particulars the equals 
of our much honored Massachusetts 
institutions. 

Simply by having an exalted idea of 
the sacredness of the trust committed 
to their care, the officials of the Provi- 
dent Life & Trust, the Mutual Benefit 
and the Penn Mutual have been able 
without the compelling necessity of the 
strict and _ inquisitorial , Massachusetts 
laws, to place their companies where 
they have no superiors in the intelligent 
and honorable conduct of life insurance. 
This comparison is not made invidiously 
nor is it forgotten that there are many 
other companies domiciled elsewhere 
whose records merit praise equally great. 
But it is desired to show that the state 
having either no law of any strictness, 
or an administration of the law sub- 
servient to corporation wishes, have pro- 
duced insurance institutions which are not 
excelled by any in a Commonwealth 
which has been the pioneer and continued 
leader in good laws, and where these 
have been brilliantly administered by 
incorruptible officials. 

Not to be prolix in what must be evi- 
dent to the careful observer, we may con- 
clude from these examples that good 
laws do not produce necessarily the most 
successful companies, nor does the lack 
of competent law or its honest enforce- 
ment preclude their possibility. After 
all the stuff which is being thrown into 
the legislative cauldrons the country over 
has seethed enough we may hope that the 
final product will not comprise much more 
than to require extreme publicity, annual 
accounting and safe-guards to solvency. 
The business must be left free to evolve 
and grow in harmony with the economic 
conditions as the future presents them. 

Passing through the era of dishonorable 
commercialism, men of the future will 
seek ‘satisfying honor in serving their 
companies so well as to merit and re- 
ceive the gratitude of those whose trust 
they serve. Such ambitions are not at- 
tained through compulsory obedience to 
statute law, but from the far more pow 
erful.stimulus of doing right far right’s 
sake. 
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MASSACHUSETTS DEPARTMENT ON LIFE INSURANCE SITUATION. 





1 ota 


How National Supervision Was ‘Scotched’’—Standard Policies Favored For All Companies. 


We have another interesting word on 
the causes and effects of the recent life 
insurance investigation from the report 
of the Massachusetts insurance commis- 
sioner just issued. The department says 
that the work of the Armstrong committee 
nature “destructive,”’ but 
mainly of evils which those in the busi- 
ness who discerned them could not weed 
out without the aid of public opinion 
and outside help. It is pointed out that 
while Massachusetts, New Jersey, Ohio, 
Iowa, 


Was in its 


and Canada are each 
engaged in making special 
tions, no remedial legislation yet 
been adopted except in New York. The 
commissioner says that aside from these 
formal investigations there have been 
other attempts by organized bodies to 
study the life insurance situation and 
formulate plans and bills for enactment. 

Here is an interesting reference to re- 
cent events which have touched 
upon in the Journal of Eco- 
nomics: 


Wisconsin 
investiga- 
has 


been 
Insurance 


“A serious and praiseworthy attempt 
to this end was made by Congressman 


Butler Ames of Massachusetts, who, 
perceiving the need of remedial legis- 


lation and believing the federal control 
of insurance was out of the question 
introduced, with the endorsement of 
President Roosevelt, a bill for regu- 
lating insurance matters in the District 
of Columbia and the territories of the 
United States, which it was hoped would 
serve as a model law for all the states. 
This movement followed an attempt 
on the part of certain companies, and 
notably of a United States senator, to 
have Congress enact a bill putting all 
insurance companies doing an inter-state 
business under the supervision of a federal 
commissioner, and thus to some extent 
abolishing state supervision. The. ad- 
vocates of this measure put glib orators 
into the field, some of whom no doubt 
were paid with insurance funds. 

“As a result, quite a sentiment was 
aroused in favor of it. The arguments, 
based upon the ground that much of the 
expense of supervision would be sdved, 
and no end of work and trouble for the 


companies incident to so many super- 
vising officials be eliminated, had a very 
pleasing sound and attracted considerable 
attention. But there was one stumbling 
block, and that insurance 
is not commerce Congress has no au- 
thority to legislate concerning its regu- 
lation as an_ inter-state matter. Yet 
there were not wanting those who could 
construct arguments to prove that Con- 
gress might assume authority which would 
be upheld by the supreme court. 

“The movement acquired no little head- 
way, as such movements will when there 
is a private or selfish purpose and plenty 
of means behind them, and nobody whose 
personal interest would be conserved 
by opposing them. It appeared, how- 
ever, to some of the insurance commis- 
sioners that this was a question worth 


was that as 


having examined impartially and with 
‘are, and they asked Frederick H. Nash, 
Esq,. then assistant attorney-general of 
Massachusetts, to give an address on that 
subject at the 1905 session of the Com- 
missioners’ convention. He consented. 
“His address, which presented the legal 
aspects of the subject and reached a con- 


clusion unfavorable to the federal idea 
of supervision, was widely published. 
The decadence of the contention that 


Congress could assume control of inter- 
state insurance began at once, and met 
its final discomfiture when the judiciary 
committee of the National House and 
subsequently that of the Senate, pro- 
nounced unanimously against it.” 


This comment has a ring of partisan 
triumph for the cause of state super- 
vision for which the Massachusetts de- 
partment stands as opposed to national 
regulation. The commissioner seems to 
think that the active advocates of national 
supervision are actuated by selfish mo- 
tives. The same must also be true of 
its opponents who are defending state su- 
pervision. In fact, it is almost inevitable 
that those “actively”’ interested on either 
side of a question like this are “selfishly” 
interested in having their views prevail; 
but these are a great many people whe 
see advantages in national supervision 
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who are not selfishly interested, and unless 
the whole structure of insurance is changed, 
their views, as it seems to us, are likely 
to prevail in the long run where inter- 
state insurance is concerned. 


What Shall Massachusetts Do? 


In regard to Massachusetts the depart- 
ments thinks that something is expected 
of her in the present situation and that 
therefore something should be done. “It 
will not do at the present crisis,” says 
the report, “for Massachusetts to take 
a back seat and remain silent, although 
there are some who are clamorous for 
non-action, as it would best suit their 
purposes; but as speedily as is consist- 
ent with sound and conservative treat- 
ment of the subject, Massachusetts should 
enact laws which recognize the changes 
in modern life and thought and business 


> 





methods.’ 

The department says the recommen- 
dations made in the report of the com- 
mission appointed by Governor Guild 
meet with cordial approval in most 
respects. “In that report,’ says the 
commissioner, “the issues are discussed 
calmly and with a high degree of intel- 
ligence. The conclusions show conser- 
vatism, but at the same time indicate 
courage to grapple with the evils which 
should be eliminated.” 

On the question of standard policies 
only does the commissioner disagree with 
the members of the commission, calling 
attention to the fact that the department 
went on record in favor of standard pol- 
ieies as long ago as 1890. This is what 
he says on the question: 

“The demand for standard forms re- 
sults from grave abuses. One company 
doing business here has over two hundred 
forms of policies. Much of their: lan- 
guage is technical, and it is only the truth 
to say that the ordinary policyholder 
has but a poor comprehension of his pol- 
icy. Granted that there is no attempt 
at ambiguity or obscurity in the language 
used in these many forms, it is neverthe- 
less the fact that most of them are com- 
plicated and unusual, and were designed 
not to meet a demand but to create one 
for certain ‘frills’ which the persuasive 
agents sets before the public as the best 
thing yet in life insurance.” 

“But there are policies which do not 
possess ambiguous provisions and some 
whose language is so technical, involved 


and obscure that it is almost impossible 
to interpret them. There forms 
that especially offend as deceitful con- 
tracts. The ordinary holder in reading 
one of them would think himself entitled 
to a certain sum as a loan at a certain 
time, and he applies for it, only to be told 
that it will be made if he pays another 
year’s premium in advance and not other- 
wise, and then the cunnngly devised lan- 
guage is explained. 

“All these pitfalls for the feet of the 
great multitude of the unwary in life in- 
surance matters can be removed, and- 
ought to be removed, just as in fire in- 
surance, by the adoption of standard 
forms, those standard forms to embody 
as far as practicable language now in use 
in approved contracts, which has been 
construed by the courts. There would 
thus in the course of time come to be 
a general understanding of the meaning 
of the contracts, for their language will 
have been subjected to judicial opinion, 
and when so construed could not be 
changed at the whim of some company 


are 


manager. The quicker this is brought 
about, the sooner, as every insurance 
department knows, will be removed 


one of the most prolific sources of com- 
plaint from policyholders. ’’ 





In favoring standard policies, Mr. 
Cutting says that if only “domestic com- 
panies” had to be considered there would 
be little need of legislation. He evidently 
intends that the standard policy shall 
apply to outside companies. If this 
were the case, then Massachusetts would 
have to adopt standard policies accept- 
able to other states or else Massachu- 
setts companies would be obliged to con- 
fine their operations to the home state. 
In fact, unless the standard policy is 
practically uniform in all states, the con- 
tracts of companies will be anything but 
uniform. If standard policies are de- 
sirable for companies doing an inter-state 
business, why not have uniform legis- 
lation which can be best Fobtained 
through the national government? This 
centralization and uniformity which would 
follow, the Massachusetts department op- 
poses. 

Commissioner Cutting says that one 
company doing business in Massachusetts 
has over 200 forms of policies. There 
must be a mistake about this. The num- 
ber must be computed by including as 


““ 
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different policies, the varying options, 
forms of payment and dividend condi- 
tions which apply to the same contract, 
and these are variations which must be 
permitted even if a standard policy be 
enacted. The fundamental contracts of 
the leading companies are really few, 
the difference being in the way in which 
the same contract can be made to serve 
varied purposes. This it seems to us, 
must be one of the great advantages of 


the life insurance contract, its application 
to such a variety of conditions and 
needs. 

It may be that the standard policy is 
a good thing. We certainly see trouble 
ahead if each state is going to enact a 
standard policy for itself. If we are to 
have the standard policy, better have 
it enacted at Washington and applied 
everywhere to companies doing an _ in- 
ter-state business. 








“CASH IN BANK AND OFFICE.” 


At the close of 1905 companies reporting 
to the Massachusetts department 
cash in hand as follows. We give the per- 
centages as calculated by the Massachusetts 


showed 


department. 
MASSACHUSETTS COMPANIES. 





Cash in Office 


_— eae, valued as term insurance unless 
Name of Company. Amount. Cent. yremiums are based on net term 
2 1 li ith level 
Berkshire ......... $455,162 3.11 ae, aS we otter win, fev 
Boston Mutual ......... 55,454 14.29 premiums issued after said date 
Columbian National .... . 732,213 37.33 shall be valued as term insur- 
John Hancock Mutual . . . 387,490 1.05 ance for the first policy year. * * * 
Massachusetts Mutual . . . 665,755 1.66 “The preliminary term plan we consider 
New England Mutual 391,544 -96 to be an evasian of the reserve law, unsound 
State Mutual ..... $95,128 1.82 . ies , : ; 
PRL _"-~ in principle and without warrant for exist- 
fe Totals $3.182.746 1.96 ence. The views entertained by the depart- 
. - ment on this point were stated at length in the 
COMPANIES OF OTHER STATES, : On night 
reports for 1899 and 1900. The opinions 
OC Oe eee $7.234.962 9.14 therein expressed as to the impropriety ol 
fenmartion’s Comesnd 58.621 98 the method have not been changed; notwith- 
Connecticut Mutual 1,767,466 2.67 standing the fact that its legality has been up- 
Equitable ......... 14, 55 9,324 3.53 held by the supreme court in two decisions, 
Fidelity Mutual . . 259,453 2.63 under which its use has necessarily been per- 
Germania ..... 136,102 1.22 ted , 
Home ...... 163,707 2.58 mutted. 
Manhattan . 191,214 1.02 *‘We therefore recommend to the legisla- 
— 3,969,581 2.63 ture of 1906 the insertion of an amendment, 
utua 9,270,513 1.95 fied ale, P ate 
—- imilar to that above, in the statutes of this 
Mutua! Benefit 1,090,266 1.10 y ze 
National ...... 1,144,720 3.9q State 
New York ........ 14,717,929 3.32 
Northwestern Mutual 1,449,425 70 "MISTAKES. 
Penn Mutual ...... 320,650 .42 Don’t allow your fear of making mistakes 
Phoenix Mutual seek 458,463 2.26 keep you from working. The successful man 
Provident Life &Trust.. §_ 287,177 + = -89 Jno works, doing things with vim and vigor 
go. ee 8,138,816 7.52 " - - agg <i 
Security Mutual 199.857 5.57 is sure to make mistakes. The stagnant, 
‘Travelers te 704,624 1.79 non-initiative man seldom makes a mistake— 
Union Central ..... 140,303 29 i.e., an active working mistake. 
Union Mutual ...... 71,370 . 60 Many, many mistakes will be made before 
Jnited States ..... 35,07 .85 1e most successful solicitor will know jus 
United Stat 165,078 1.85 tl t ful solicit ll k just 
Washington ........ 206,282 1.15 how to approach a prospect and close the case. 
———— —— The only way to learn and to succeed is to try 
Totals of other states. $67,245,273 2.74 try again, regardless of the number of mis 
Grand totals $70,428,019 269 takes made.—Pacific Mutual News. 
ace? 


VERMONT AGAINST PRELIMINARY TERM. 


In the report of the Vermont insurance com- 
missioners just issued is the following: 

“The commissioners are gratified to notice 
in the amended New York insurance law the 
clause which reads: 


**§$.84 * * * No policy issued after 
the thirty-first day of December, 
nineteen hundred and six, shall be 
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CONDITION OF THE COLUMBIAN NATIONAL LIFE. 





A statement of the present condition 
of The Columbian National Life of Bos- 
ton, as shown in the report of the Mas- 
sachusetts department just issued, will 
be interesting to Journal readers. 

During 1905 the company issued new 
ordinary business amounting to $23- 
491,000; industria] business, $13,762,000. 
On ordinary business the terminations 
during the year were $8,496,000, leav- 
ing in force $33,530,000. On _ indus- 
trial business the terminations amounted 
to $10,996,000, leaving in force $8,299,000; 
total in force for both departments $41,- 
829,000, an extraordinary business plant 
for a company doing business but three 
years. 

To protect this business the company 
reports assets as admitted by the de- 
partment of $1,961,585, against which 
is charged liabilities of $1,394,790, (in- 
cluding capital of $200,000) giving sur- 
plus funds of $366,795. The company’s 
invested assets are scheduled as follows: 
Stocks, $36,475; bonds, $707,325; Mort- 
gage loans, $178,800; collateral loans, 
$40,000; loans on policies, $6,163; pre- 


mium notes, $60,337: miscellaneous, 
$10,720: total, $1,039,820. The un-in- 
vested assets amount to $921,765, em- 


braced in two items, viz., deferred and 


uncollected premiums, $189,552; cash 
in office and bank, $732,213. 
The latter item is unusually large, 


more than one-third of the total assets, 
the average of such assets held by other 
Massachusetts companies being less than 
2 per cent. of the whole. This item is 
twice the surplus allowed the company 
and in the intgrest of good administra- 
tion it should be reduced and put into 
invested The item of deferred 
and uncollected premiums likewise is 
large, being nearly ten percent. of total 
assets, the average for other Massachu- 
setts companies being slightly over 2 
per cent. of total assets; of all companies 
reporting to Massachusetts slightly under 
2 per cent. 

The income of The Columbian Na- 
tional during 1905 was $1,449,913, its 
total expenditures being $621,521, di- 
vided as follows: Paid policyholders 
$167,183; stockholders’ dividends, $30,000, 
being 15 per cent, on the capital stock; 
expenses, $424,538. These expenses are 


assets. 


limited by contract to the loading in the 
premium which is paid to the “ American 
Agency Company” for conducting its 
business. Any excess expenditures neces- 
sary in planting the business is paid by 
the Agency Company and therefore does 
not appear in the expenses of the insur- 
ance company, so that cost of placing 
business cannot be accurately compared 
with other companies. 

A question arose with the department 
as to this method of charging up ex- 
penses,—whether the company should 
be allowed to charge up only what it was 
necessary to pay under its contract, or 
what was actually spent by the Agency 
Company. The matter was submitted by 
the department to the attorney-general’s 
office, which decided that the insurance 
company was only obliged to enter up ex- 
penses it was obligated to pay under 
the contract with the agency company. 

That the company has pursued an 
aggressive campaign for business in its 
home state is indicated by the fact that 
it wrote $4,816,352 new business in Mas- 
sachusetts in 1905, exceeding the amount 
written by any other Massachusetts com- 
pany except one, and exceeding that 
written by all outside companies doing 
Massachusetts except the 
This refers only to ordi- 


business in 
“big three.” 
nary business. 


ACCOUNTING ON ACCUMULATED SURPLUS. 


Editor Dawson of the Chronicle, who de- 
fends the failure of the Armstrong committee 
to provide strict accounting on accumulated 
deferred dividend surplus of New York com- 
panies, claims that the publicity feature of 
the law, requiring from year to year a detailed 
statement the fund and 
the methods by which it is calculated, is all 
He says “‘the publication 


of the condition of 


that is necessary. 
of these figures in the annual report will do 
more good in the matter of publicity as to the 
facts, in our opinion, than would compulsory 
accounting.” 

This was what was said in regard to the 
restriction of expenses put through by the 
Armstrong committee and now so enthusiasti- 
cally supported by Mr. Dawson. The claim 
was that publicity would do more good than 
compulsory restriction and this is what Mr. 
Dawson admits in defending the committee 
against its sins of omission. 
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INSURANCE JOURNALS AND PRELIMINARY TERM VALUATION. 


Insurance Economics seems to be the 
only journal opposing the use of the pre- 
liminary term device as a subterfuge. 
for using reserves for expense purposes, 
We thought our valued | contemporary 
the Insurance Field, would “never de- 
sert Micawber,”” but alas it has. It 
now admits “that the preliminary term 
form has so well justified itself that ac- 
tuarial authorities have agreed to a great 
extent that is it one safe way around an 
otherwise impregnable wall of restriction 
for new companies. ’ 

This looks like a pretty good enderse- 
ment for preliminary term from a _ pre- 
vious opponent, although the Field still 
classifies it as a “device” resorted to 
by “new and ambitious companies to 
overcome the almost prohibitive expense 
of acquiring business.” 

While the Field, under the influence 
of upspringing western companies using 
the preliminary term plan, has gone 
over to the enemy, yet the insurance 
press as a whole, which formerly was 
so strenuously in favor of preliminary 
term valuation, is now saying very little 
upon the matter. None of the papers 
appear to be defending it and occasion- 
ally they squint towards the solid truth 
in their comment on the “select and ul- 
timate,” to which they are opposed. 

While the Journal is the cy one openly 
opposing the preliminary term device, 
we hold distinguished company. The 
insurance departments of Massachusetts, 
Vermont and Wisconsin, in their reports 
issued for this year, stand against it. 
No department, we believe, defends it 
or justifies it, although they permit it. 
The Armstrong committee condemned 
it in the strongest terms. The special 
commission appointed by Governor 
Guild of Massachusetts stood without 
equivocation for the full reserve. Ac- 
tuary Dawson. who claims to have been 
responsible for its origin, is now against it. 

In fact, there seems to be a very curious 
shifting of opinion all round. Insur- 
ance commissioner Drake of the Dis- 
trict of Columbia, who is opposed to 
preliminary term valuation was induced 
to accept its recognition in the Ames 
bill, in order to stand for the “harmony” 
program adopted by the conference of 
insurance commissioners at Chicago in 


Journal of Insur- 
ance Economics and the Massachusetts 
and Vermont insurance departments 
stand where they always have stood, 
opposed to the use of reserves for ex- 
pense purposes. 

The Field says that actuarial authori- 
ties “justify” the preliminary term “ex- 
pediency’’—to quote the Field’s former 
designation of this practice. We do not 
believe this is true. It is probably true 
that the actuaries of standard companies 
who do not believe in preliminary term 
valuation and no not use it for their com- 
panies, will not oppose preliminary term 
valuation in the present confused state 
of public opinion if they can thereby 
avoid other legislation in which they are 
more directly concerned. Their attitude 
would be the same towards assessment 
or fraternal insurance. The regular compa- 
nies are not raising any issues now which in- 
terest them only in an abstract way and 
do not effect their actual practice. 


February last. The 





“MAN WITH THE HOE.” 


A fellow editor, who is trying to get the 
maggots out of his brains by resting on his 
“hoe,” so to speak, tells how he became a 
granger in the following letter: 

“IT was very much interested in‘Irrelevances 
By The Editor’ in the July issue of Insurance 
Economics. Farming to me, is the most 
delightful occupation. We had an acre or 
more of ground around our residence in Blank- 
field, but it was all in lawn, so this spring I 
purchased an eight or nine acre piece, with 
neo near by and with the aid of my brother, 
who would rather farm than eat, broke ground. 

**T secured an incubator and divided the 
rear portion of the lawn off into chicken runs 
and then we joined another party in the lease 
of a 70-acre piece of ground. I have plowed, 
cultivated, planted and used the hoe whenever 
the spirit moved me, much to my pleasure and 
physical welfare. Results: have two horses, 
two cows, about 400 chickens, which by the 
way, furnish the finest broilers and plenty of 
fresh eggs, and from the present outlook it 
will not be necessary to purchase any feed 
during the present winter. 

“Do you know, friend Putnam, there is a 
great deal of pleasure and satisfaction to be 
obtained in working out your ideal of the 
farm life. My brother gave up a good posi- 
tion to work along these lines, and no amount 
of money would induce him to return to his 
former occupation. Incidentally, he is try- 
ing to close a deal today whereby we may se- 
cure a farm of over 100 acres.” 

A few more letters like this and the editor 
of the Journal will quit work and go to farming. 
































Northern Assurance Co. 


OF LONDON, ENG. 


UNITED STATES STATEMENT AS OF JAN. 1, 1906 


Admitted Cash Assets $3,814,971.58 
All Liabilities, including Reserves, . _2,442,212.49 
Net Surplus in United States . . $1,372,759.09 


EASTERN AND SOUTHERN DEPARTMENTS 
Company’s Building . : 38 Pine Street, New York 
GEORGE W. BABB, ManaGer 
T. A. RALSTON, Sus-MANAGER 


UNEXCELLED IN 


Favorable [Mortality 


--AND.. 


Economy of Management. 


The Provident Life 


ond Trust Company 
OF PHILADELPHIA. 


Rates of Premium Extremely Low 


and still further reduced by 
Annual Dividends. 





Incorporated Und r the Laws of Massachusetts. 


The Colwnblen 
National Life Insurance 
Company 


.-»+- BOSTON, MASS. 


PERCY PARKER, President. 


FRANKLIN W. GANSE, 
Vice-President and Director of Agencies. 


WILLIAM H. BROWN, Secretary. 





Exceptional Inducements 
are 
Offered Intelligent 
and Reliable Men 


to enter the service of 


The Mutual Life 
INSURANCE COMPANY OF NEW YORK 


It is the largest and best Company in the world 
aud the most satisfactory Company to represent 


Applications may be sent to 

GEORGE T. DEXTER 
Superintendent of Domestic Agents 

32 Nassau Street 


New York City 





1860 th Year 1906 


HOME LIFE 


insurance Company of New York. 
GEORGE £. IDE, President. 
Assets, $17,886,594.88 Liabilities, $16,457,194.41 


(Including Dividend-Endowment Fund) 

Dividend-Endowment Fund, (Deferred Dividends) $1,453,907.00 
Contingent Fund - - - - - 225,000.00 
Net Surplus - 7 - 1,204,400.47 
79,775,340.00 


Insurance in Force - * . . - 

The Home Life supplied one of the marvels of the present inves- 
tigation—an insnrance company without any obvious scandals, 
N. Y. Tribune, 12-12-05, 

Mr. Hughes’ inquisition was not less searching than before, but 
the officere of the Home Life Insurance Company apparently sur- 
vived it unscathed. N. Y. Herald, 12-12-05, 


Detail Statement furnished upon request. 





The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 


MUTUAL LIFE INSURANCE COMDANT 


OF BOSTON 


S. H. RHODES President. 

ROLAND O. LAMB, Vice-President. 

WALTON L. CROCKER, Secretary. 
None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
nuity Policy. Good Agency contracts to the right men 

FRANCIS MARSH, 
Manager for Eastern Massachusetts, 

Tohn Hancock Bldg. - 178 Devonshire St 








.esident. 


Witt. B. CLARF 





THE METROPOLITAN 
LIFE INSURANCE Co. 


(Incorporated by the State of New York) 
The Leading Industrial Insurance Company in America.’ 


Pays over 395 Death Claims Daily. 
Insurance in force of over $1,596,509,769 


Permanent, Profitavie, and Progressive Employment. 
AGENTS WANTED. 


Any honest, capable and industrious man, who i: 
willing to begin at the bottom and acquire a com 

lete knowledge of the details of the business by 

iligent study and practical experience, can, by dem 
onstrating his capacity, establish his claim tu the 
highest position in the field. It is within his certain 
reach The opportunities for merited advancement 
are unlimited. All needed explanations will be fur 
nished upon application to the Company’s Superin 
tendents in any of the principal cities, or to th: 
Home Office, No. 1 Madison Avenue, New York City 






































MAKE MONEY 


There are opportunities 
to represent a big, sound 
up-to-date Life Insur- 
ance Company in a prof- 
itable manner. 
Prudential representa- 
tivesmakemoney. They 
have mcst varied forms 
of policies and advan- 
tageous contracts with 
liberal commissions. 
The attention of young 
men, particularly young 
men starting in business 
is especially sought. 
Write for full informa- 
tion regarding these un- 
usual opportunities. 


THE PRUDENTIAL 


INSURANCE COMPANY OF AMERICA. 
Incorporated as a Stock Company by the State of New Jersey. 


JOHN F. DRYDEN, Home Office, 
President. Newark, N. J. 


TATE Mautuai Lite 


...Assurance Company 


Worcester, Mass. 


YOUNG MEN— 





/ STRENGTH OF 
; SIGRALTAR 


be 
Ne 
be 











INCORPORATED 1844. 


Financial Statement, Jan. 1, 1905. 





Assets. . . . $25,457,929.45 
Liabilities . . 22,905,552.00 
SURPLUS. $2,552,377.45 








A. G. BULLOCK, President. 
H. M. WITTER, Secretary. 
BURTON H. WRIGHT, Supt. of Agencies. 


he LIFE, ENDOWMENT 
and ANNUITY POLICY 


IssuED ONLY By THe 


PHCENIX MUTUAL LIFE INS. CO. 


OF HARTFORD, CONN. 


Is the Best for the Insurer to Buy or Agents to Sell. 
Covers every contingency of life. Particulars on appli- 
cation at Home Office. 


AGENTS IN ALL CITIES. 








National Life 


Insurance Company 
OF MONTPELIER, VERMONT. 
Established in 1850. Operating in 44 States. 
JOSEPH A. DE BOER, President. 
JAMES T. PHELPS, Vice-Prest. 


JAMES B. EstTkE, 2d Vice-Prest. 
OSMAN D. CLARK. Secretary. 





H. M. CUTLER, Treasurer. 
A. B. BISKEK. Med. Director. 
C. E. MOULTON, Actuary. 
F. A. HOWLAND, Counsel. 





This Company held January I, 1906, and gained 
during the past decade: 


ASSETS, $34,519,093.04 Gain, 184% 
SURPLUS, 3,821,752.51 Gain, 165% 
INSURANCE, 145,480,904.00 Gain, 109% } 





Sells the Best and Most Modern in Life, 
Term, Endowment and Annuity In- 
surance. : 











JAMES T. PHELPS & CO., State Agents, 
159 Devonshire St., BOSTON, MASS, 











Some of the ‘cardi. © 
CONSERVATIVE nal aims of the UNION é 
procressive |MOTUAL menses. @ 
FAITHFUL| 8ervative inthe oe 


choice ofinvestments g 











—to be progressive in 
the prosecution of the business—to be faith- 
ful to the interests of policyholders. 8 


Agents of like inclination cordially welcomed 4 
Union Mutual Life Insurance 


Company 38 
2 PORTLAND, MAINE. 
FRED E. RICHARDS, President. ye 


ARTHUR L. BATES, Vice-President 32 
For Territory address either EDSON D. SCOFI LD, 3% 


— fOnAse i 180 a New York o~. THORN- e 











FIRST MUTUAL 


Chartered in America. 


NEW ENGLAND MUTUAL 


LIFE INSURANCE COMPANY, 
BOSTON, MASS. 








Operates on a full 3 |-2 per cent Reserve 
under Massachusetts Law, and offers 
the very best possible security, with 

a safe, equitable contract. 





FINANCIAL STATEMENT. 
Assets, Jan. 1,1906, $40,702,691.55 
36,600,270.95 





Liabilities, - 


Surplus, - $ 4,1 02,420.60 


BENJ. F. STEVENS, President. 
ALFRED D. FOSTER, Vice-President 
D. F. APPEL, Secretary. 
WM. B. TURNER, Asst. Sec’y. 


BERKSHIRE 





‘LIFE INSURANCE C0. 


OF PITTSFIELD, MASS. 


Jamrs W. HULL, President. 
«. M. LEE, Actuary. 
THEO. M. ALLEN, Secretary. 
Ros’t H. Davenport, Ass't. Sec’y. 





This Company, with its more than fifty years of 
successful and honorable practice, its solid finan- 
cial condition, its fair and liberal policies, all sub- 
ject to the Non-Forfeiture Law of Massachusetts, 
commends itself both to policy-holder and agent. 





For circulars and rates addr ss 


EASTERN MASSACHUSETTS AGENCY, 


79 Milk Street, Boston, Mass. 
DYER & FOSS, Managers. 
































